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STATEMENT  OF  MUNiCIPAL  MANAGER'S  RESPONSiBiLiTY 


I am  responsible  for  the  preparation  of  these  onnual  tinanciol  statements,  which  ore  set  out  on  pages  4 to  77,  in 
terms  ot  Section  1 26(1 ) ot  the  Municipal  Finance  Monogement  Act(Act  no  56  ot  2003)  and  which  I have  signed  on 
behalt  ot  the  municipality. 

I certify  that  the  salaries,  allowances  and  benefits  of  Councillors  as  discussed  in  note  22  of  these  annuol  tinanciol 
statements  ore  within  the  upper  limits  of  the  framework  envisaged  in  Section  21 9 ot  the  Constitution,  read  with  the 
Remuneration  of  Public  Office  Bearers  Act  and  the  Minister  ot  Provincial  ond  Local  Government  determination  in 
accordance  with  this  Act. 


MH  Nkosi 

Accounting  Officer 


Richards  Bay 
30  August  2013 
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STATEMENT  OF  FINANCIAL  POSITION  AS  AT  30  JUNE  2013 


Note 

2013 

R 

2012 

Restated 

R 

Assets 

Current  Assets 

Inventories 

3 

7 269  171 

6 122  117 

Accounts  receivable  from  exchange  transactions 

4 

37  791  179 

22  969  861 

Accounts  receivable  from  non  exchange  tronsoctions 

5 

14  501  684 

25  055  524 

Current  portion  of  long  term  receivables 

6 

37  921 

34  821 

Cosh  and  cash  equivalents 

7 

445  848  491 

366  716  903 

505  448  446 

420  899  226 

Non-Current  Assets 

Property,  plant,  equipment 

8 

1 174  251  299 

1 050  408  1 1 6 

Intangible  ossets 

9 

1 077  033 

1 476  684 

Investments  in  municipal  entities 

10 

24  672  820 

25  206  796 

Long  term  receivobles 

6 

440  1 48 

495  901 

Investments 

1 1 

- 

21  000  000 

1 200  441  300 

1 098  587  497 

Total  Assets 

1 705  889  746 

1 519  486  723 

Liabilities 

Current  Liabilities 

Current  portion  of  long  term  liabilities 

12 

10  595  1 10 

9 327  015 

Payables  from  exchonge  tronsoctions 

13 

136  409  601 

126  957  130 

Consumer  deposits 

14 

9 1 1 3 835 

8 229  262 

Defined  benefit  obligotions 

15 

435  000 

757  672 

Unspent  conditional  grants  and  receipts 

16 

32  460  451 

26  499  674 

Provisions 

17 

1 6 490  794 

751  981 

205  504  791 

172  522  734 

Non-Current  Liabilities 

Long  term  liabilities 

12 

78  874  001 

1 04  584  204 

Defined  benefit  obligotions 

15 

1 8 029  000 

13  423  263 

Provisions 

17 

57  605  107 

69  415  033 

154  508  108 

187  422  500 

Total  Liabilities 

360  012  899 

359  945  234 

Total  Assets 

1 705  889  746 

1 519  486  723 

Total  Liabilities 

(360  012  899) 

(359  945  234) 

Net  Assets 

1 345  876  847 

1 159  541  489 

Accumulated  surplus 

1 345  876  847 

1 159  541  489 
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uThungulu  District  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

STATEMENT  OF  FINANCIAL  PERFORMANCE 

2013  2012 

Restated 

Note  R R 


Revenue 


Service  charges 

18 

49  901  919 

48  017  382 

Interest  received 

19 

27  147  411 

27  037  679 

Government  grants  & subsidies 

20 

570  231  388 

553  925  519 

Other  income 

21 

9 578  554 

8 702  739 

Rentol  income 

33  947 

33  942 

Total  revenue 

656  893  219 

637  717  261 

Expenditure 

Employee  related  costs 

22 

(99  492  610) 

(88  084  985) 

Remuneration  of  councillors 

23 

(8  522  649) 

(7  869  721) 

Depreciation,  omortisotion  and  impoirment 

24 

(50  492  908) 

(36  542  829) 

Finance  costs 

25 

(13  490  296) 

(1 1 900  614) 

Debt  impairment 

4 

(4  189  974) 

(8  023  573) 

Repairs  ond  maintenonce 

26 

(43  985  475) 

(34  926  1 1 1 ) 

Bulk  purchases 

27 

(29  466  494) 

(29  204  363) 

Contracted  services 

28 

(65  270  434) 

(63  004  898) 

Gronts  and  subsidies  paid 

29 

(11  126  978) 

(10  330  105) 

General  expenses 

30 

(144  778  796) 

(120  190  307) 

Total  expenditure 

(470  816  614) 

(410  077  506) 

Operating  surplus 

186  076  605 

227  639  755 

Loss  on  disposal  of  property,  plant  and  equipment 

(265  025) 

(419  223) 

Fair  value  odjustments  in  respect  of  property,  plont  & equipment 

8 

523  775 

258  750 

(41 9 223) 

Surplus  for  the  year 

186  335  355 

227  220  532 

Attributable  to: 

Surplus  for  the  yeor 

186  335  355 

227  220  532 
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uThungulu  District  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 


STATEMENT  OF  CHANGES  IN  NET  ASSETS 


Accumulated 

surplus 

R 

Total  net 
assets 

R 

Balance  at  01  July  201 1 previously  reported 

Changes  in  net  assets 

Changes  in  accounting  estimates 

MIG  VAT  transferred  to  own  revenue  - refer  to  note  20  & 39 

905  538  331 

(275  236) 
27  057  862 

905  538  331 

(275  236) 
27  057  862 

Net  income  (losses)  recognised  directly  in  net  ossets 

Surplus  for  the  yeor  restated  - refer  to  note  39 

26  782  626 
227  220  532 

26  782  626 
227  220  532 

Total  recognised  income  and  expenses  for  the  year 

254  003  1 58 

254  003  1 58 

Total  changes 

254  003  1 58 

254  003  1 58 

Balance  at  01  July  2012  - restated 

Changes  in  net  assets 

Surplus  for  the  yeor 

1 159  541  492 

186  335  355 

1 159  541  492 

186  335  355 

Totol  changes 

186  335  355 

186  335  355 

Balance  at  30  June  2013 

1 345  876  847 

1 345  876  847 
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uThungulu  District  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 


CASH  FLOW  STATEMENT 


Note 

2013 

R 

2012 

R 

Cash  flows  from  operating  activities 

Receipts 

Receipts  from  consumers  and  other  debtors 

Grants 

Interest  income 

55  834  999 

582  042  063 

27  147  41 1 

40  330  834 

511  237  598 

27  037  679 

665  024  473 

578  606  1 1 1 

Payments 

Employee  costs 

Suppliers 

Finance  costs 

(108  015  259) 
(294  1 15  186) 
(13  490  296) 

(95  954  706) 
(257  863  861) 
(11  900  614) 

(415  620  741) 

(365  719  181) 

Net  cash  flows  from  operating  activities 

31 

249  403  732 

212  886  930 

Cash  flows  from  investing  activities 

Payment  of  property,  plant,  equipment 

Proceeds  from  sole  of  property,  plant,  equipment 

Purchose  of  other  intangible  assets 

Decreose  in  non-current  receivables 

Decreose/(lncreose)  in  non  current  investments 

Movement  in  Investments  in  municipal  entities 

9 

(167  323  863) 

(92  800) 

52  653 

21  000  000 

533  976 

(188  821  467) 

1 74  600 
(159  712) 
44  462 
(21  000  000) 
513018 

Net  cash  flows  from  investing  activities 

(145  830  034) 

(209  249  099) 

Cash  fiows  from  financing  activities 

Repayment  of  long  term  liabilities 

(24  442  1 08) 

(2  279  369) 

Net  cash  flows  from  financing  activities 

(24  442  108] 

(2  279  369) 

Net  increase/(decrease)  in  cash  and  cash  equivaients 

Cosh  and  cosh  equivalents  at  the  beginning  of  the  year 

79  131  590 

366  716  903 

1 358  462 

365  358  441 

Cash  and  cash  equivalents  at  the  end  of  the  year 

7 

445  848  491 

366  716  903 
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uThungulu  District  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 


STATEMENT  OF  COMPARISON  OF  BUDGET  AND  ACTUAL  AMOUNTS 


Budget  on  Accruol  Basis 

Approved 

Adjustments 

Final  Budget 

Actual 

Difference 

Note 

budget 

amounts  on 

between  final 

reference 

comparoble 

budget  and 

basis 

actual 

R 

R 

R 

R 

R 

statement  of  Financial  Performance 
Revenue 


Revenue  from  exchange 
transactions 


Service  charges 

41  518  829 

2 250  000 

43  768  829 

49  901  919 

6 133  090 

40.1 

Rental  income 

- 

34  000 

34  000 

33  947 

(53) 

40 

Other  income 

7 550  739 

406  870 

7 957  609 

9 578  554 

1 620  945 

40.2 

Interest  received 

24  206  509 

2 677  932 

26  884  441 

27  147  411 

262  970 

40 

Total  revenue  from  exchange 
transactions 

73  276  077 

5 368  802 

78  644  879 

86  661  831 

8 016  952 

Revenue  from  non-exchange 
transactions 

Government  grants  & 
subsidies 

577  363  000 

7 1 1 2 550 

584  475  550 

570  231  388 

(14  244  162) 

40.3 

Total  revenue 

650  639  077 

12  481  352 

663  120  429 

656  893  219 

(6  227  210) 

Expenditure 

Employee  related  costs 

(127  085  327) 

14  760  562 

(112  324  765) 

(99  492  610) 

12  832  155 

40.4 

Remuneration  of  councillors 

(8  1 44  664) 

(447  269) 

(8  591  933) 

(8  522  649) 

69  284 

40 

Depreciation,  amortisation 
ond  impairment 

(42  318  002) 

(8  482  577) 

(50  800  579) 

(50  492  908) 

307  671 

40 

Finance  costs 

(14  179  980) 

(1  045  313) 

(15  225  293) 

(13  490  296) 

1 734  997 

40.5 

Debt  impairment 

(3  378  909) 

(1  135  718) 

(4  514  627) 

(4  1 89  974) 

324  653 

40 

Repairs  ond  maintenonce 

(45  836  378) 

1 82  240 

(45  654  138) 

(43  985  475) 

1 668  663 

40.6 

Bulk  purchases 

(23  774  501) 

(7  126  217) 

(30  900  718) 

(29  466  494) 

1 434  224 

40.7 

Contracted  services 

(74  920  534) 

(5  059  645) 

(79  980  179) 

(65  270  434) 

14  709  745 

40.8 

Gronts  and  subsidies  paid 

(10  785  900) 

(348  000) 

(11  133  900) 

(11  126  978) 

6 922 

40 

General  Expenses 

(146  065  330) 

(46  956  433) 

(193  021  763) 

(144  778  796) 

48  242  967 

40.9 

Total  expenditure 

(496  489  525) 

(55  658  370)  (552  147  895)  (470  816  614) 

81  331  281 

Operating  surpius/(loss) 

154  149  552 

(43  177  018) 

110  972  534 

186  076  605 

75  104  071 

Loss  on  disposal  of  property, 
plant  and  equipment 

- 

(261  137) 

(261  137) 

(265  025) 

(3  888) 

Fair  value  odjustments  in 
respect  of  property,  plont  and 
equipment 

523  775 

523  775 

- 

(261  137) 

(261  137) 

258  750 

519  887 

Surplus 

154  149  552 

(43  438  155) 

110  711  397 

186  335  355 

75  623  958 

Actual  Amount  on 

Comparable  Basis  as 

Presented  in  the  Budget  and 
Actual  Comparative 

Statement 

154  149  552 

(43  438  155) 

110  711  397 

186  335  355 

75  623  958 

uThungulu  District  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 


STATEMENT  OF  COMPARISON  OF  BUDGET  AND  ACTUAL  AMOUNTS 


Budget  on  Accruol  Basis 

Approved 

Adjustments 

Final  Budget 

Actual 

Difference 

Note 

budget 

amounts  on 

between  final 

reference 

comparoble 

budget  and 

basis 

actual 

R 

R 

R 

R 

R 

statement  of  Financial  Position 
Assets 

Current  Assets 


Inventories 

7 631  000 

7 631  000 

7 269  171 

(361  829) 

40 

Current  portion  of  long  term 

181  000 

181  000 

37  921 

(143  079) 

40 

receivables 

Accounts  receivable  from  non 

20  536  000 

20  536  000 

14  501  684 

(6  034  316) 

40.10a 

exchange  tronsoctions 

Accounts  receivable  from 

1 1 870  000 

1 1 870  000 

37  791  179 

25  921  179 

40.10b 

exchange  tronsoctions 

Cosh  and  cash  equivalents 

346  1 05  000 

- 346  105  000 

445  848  491 

99  743  491 

40.1 1 

386  323  000 

- 

386  323  000 

505  448  446 

119  125  446 

Non-Current  Assets 

Property,  plant,  equipment 

1 237  932  000 

95  874  000 

1 333  806  000 

1 174  251  299 

(159  554  701) 

40.12 

Intangible  ossets 

- 

- 

- 

1 077  033 

1 077  033 

40.12 

Investments  in  municipal 
entities 

48  911  000 

- 

48  91 1 000 

24  672  820 

(24  238  180) 

40.13 

Long  term  receivobles 

453  000 

- 

453  000 

440  1 48 

(12  852) 

40 

1 287  296  000 

95  874  000 

1 383  170  000 

1 200  441  300 

(182  728  700) 

Total  Assets 

1 673  619  000 

95  874  000 

1 769  493  000 

1 705  889  746 

(63  603  254) 

Liabilities 

Current  Liabilities 

Current  portion  of  long  term 
nobilities 

8 212  000 

- 

8 212  000 

10  595  1 10 

2 383  110 

40.14 

Payables  from  exchange 
transactions 

131  317  000 

- 

131  317  000 

136  409  601 

5 092  601 

40.15 

Consumer  deposits 

7 458  000 

- 

7 458  000 

9 1 1 3 835 

1 655  835 

40.16 

Defined  benefit  obligotions 

- 

- 

- 

435  000 

435  000 

40.17 

Unspent  conditional  grants 
ond  receipts 

- 

- 

■ 

32  460  451 

32  460  451 

40.15 

Provisions 

2 222  000 

- 

2 222  000 

1 6 490  794 

14  268  794 

40.17 

149  209  000 

- 

149  209  000 

205  504  791 

56  295  791 

Non-Current  Liabilities 

Long  term  liabilities 

1 02  257  000 

102  257  000 

78  874  001 

(23  382  999) 

40.14 

Defined  benefit  obligotions 

- 

- 

- 

1 8 029  000 

18  029  000 

40.17 

Provisions 

101  588  000 

- 

101  588  000 

57  605  107 

(43  982  893) 

40.17 

203  845  000 

- 

203  845  000 

154  508  108 

(49  336  892) 

Total  Liabilities 

353  054  000 

- 

353  054  000 

360  012  899 

6 958  899 

Net  Assets 

1 320  565  000 

95  874  000 

1 416  439  000 

1 345  876  847 

(70  562  153) 

Reserves 

Accumulated  surplus 

1 320  565  000 

95  874  000 

1 416  439  000 

1 345  876  847 

(70  562  153) 
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uThungulu  District  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 

STATEMENT  OF  COMPARISON  OF  BUDGET  AND  ACTUAL  AMOUNTS 


Budget  on  Accruol  Basis 


Approved 

Adjustments 

Final  Budget 

Actual 

Difference 

Note 

budget 

amounts  on 

between  final 

reference 

comparoble 

budget  and 

basis 

actual 

R 

R 

R 

R 

R 

Cash  Flow  Statement 

Cash  tiows  from  operating  activities 

Receipts 

Receipts  from  consumers  and 
other  debtors 

50  843  000 

- 

50  843  000 

55  834  999 

4 991  999 

40.18 

Grants 

575  363  000 

7 053  000 

582  416  000 

582  042  063 

(373  937) 

40 

Interest  income 

24  433  000 

2 678  000 

27  1 1 1 000 

27  147  411 

36  411 

40 

Prior  yeor  cash  utilised  to  fund 
current  expenditure 

- 

104  188  000 

104  188  000 

- 

(104  188  000) 

40.19 

650  639  000 

113  919  000 

764  558  000 

665  024  473 

(99  533  527) 

Payments 

Employee  costs 

(436  614  000) 

(33  910  000) 

(470  524  000) 

(108  015  259) 

362  508  741 

40.20 

Suppliers 

- 

- 

- 

(294  115  187) 

(294  115  187) 

40.20 

Finance  costs 

(6  336  000) 

(2  205  000) 

(8  541  000) 

(13  490  296) 

(4  949  296) 

40.21 

(442  950  000) 

(36  115  000)  (479  065  000)  (415  620  742) 

63  444  258 

Net  cash  flows  from  operating 
activities 

207  689  000 

77  804  000 

285  493  000 

249  403  731 

(36  089  269) 

Cash  flows  from  investing  activities 

Payment  of  property,  plant, 
equipment 

(236  926  000) 

(84  063  000) 

(320  989  000) 

(167  323  862) 

153  665  138 

40.22 

Purchase  of  other  intongible 
ossets 

- 

- 

■ 

(92  800) 

(92  800) 

40.22 

Decrease  in  non  current 
receivables 

(60  000) 

- 

(60  000) 

52  653 

112  653 

40 

Decrease  in  non  current 
investments 

- 

- 

■ 

21  000  000 

21  000  000 

40.23 

Movement  in  investments  in 
municipal  entities 

- 

- 

533  976 

533  976 

40.24 

Net  cash  flows  from  investing 

(236  986  000) 

(84  063  000)  (321  049  000)  (145  830  033) 

175  218  967 

activities 

Cash  flows  from  financing  activities 

Repayment  of  long  term 
nobilities 

(7  844  000) 

- 

(7  844  000) 

(24  442  1 08) 

(16  598  108) 

40.25 

Increase/  (decrease  in 
consumer  deposits 

368  000 

- 

368  000 

- 

(368  000) 

40 

Net  cash  flows  from  financing 
activities 

(7  476  000) 

- 

(7  476  000) 

(24  442  108) 

(16  966  108) 

Net  increase/(decrease)  in 
cosh  and  cash  equivalents 

(36  773  000) 

(6  259  000) 

(43  032  000) 

79  131  590 

122  163  590 

Cosh  and  cash  equivalents  ot 
the  beginning  of  the  year 

330  804  000 

“ 

330  804  000 

366  716  903 

35  912  903 

Cash  and  cash  equivalents  at 
the  end  of  the  year 

294  031  000 

(6  259  000) 

287  772  000 

445  848  493 

158  076  493 
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uThungulu  District  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 


ACCOUNTING  POLICIES 


1 . Presentation  of  annual  financial  statements 

The  annual  financial  statements  have  been  prepared  in  accordance  with  the  Standards  of  Generolly 
Recognised  Accounting  Practice  (GRAP)  including  any  interpretations,  guidelines  ond  directives  issued  by  the 
Accounting  Standards  Board. 

These  annual  financial  statements  have  been  prepared  on  an  occrual  basis  of  accounting  and  are  in 
accordance  with  the  historical  cost  convention  unless  specified  otherwise.  The  figures  in  the  statements  hove 
been  rounded  to  the  nearest  Rand. 

A summary  of  the  significant  accounting  policies,  which  have  been  consistently  opplied,  to  all  the  years 
presented  are  set  out  below. 

1 .1  Significant  judgements  and  sources  of  estimation  uncertainty 

In  preporing  the  annual  finoncial  statements,  management  is  required  to  make  estimates  and  assumptions  that 
affect  the  amounts  represented  in  the  annual  financial  statements  ond  reloted  disclosures.  Use  of  available 
information  and  the  opplication  of  judgement  is  inherent  in  the  formotion  of  estimates.  Actual  results  in  the  future 
could  differ  from  these  estimates  which  may  be  materiol  to  the  annual  financiol  statements.  Significant 
judgements  include: 

1.1.1  Provisions 

Monagement  determined  an  estimate  for  provisions  roised  based  on  the  information  avoilable.  Additional 
disclosure  of  these  estimates  of  provisions  ore  included  in  note  1 7 - Non  - Current  and  Current  Provisions. 

1.1.2  Useful  lives  of  property,  plant  and  equipment 

As  described  in  accounting  policies  1.6  & 1.7  the  municipality  depreciates/amortises  its  property,  plant  and 
equipment  and  intangible  assets  over  the  estimated  useful  lives  of  the  assets,  taking  into  account  the  residual 
volues  of  the  assets  at  the  end  of  their  useful  lives,  which  is  determined  when  the  assets  become  avoilable  for  use. 
The  useful  lives  and  residual  values  of  the  assets  are  based  on  industry  knowledge  ond  reviewed  annually. 

1.1.3  Defined  benefit  plan  liabilities 

As  described  in  occounting  policy  1.4,  the  municipality  obtains  octuorial  voluotions  of  its  defined  benefit  plan 
liabilities.  The  defined  benefit  obligations  of  the  municipality  that  were  identified  are  post  retirement  health 
benefit  obligations  and  long  service  awards.  The  estimated  liobilities  are  recorded  in  accordance  with  the 
requirements  of  IAS  19. 

Detoils  of  the  liabilities  and  the  key  assumptions  mode  by  the  actuaries  in  estimating  the  liabilities  are  provided  in 
note  1 5 to  the  financial  statements. 

1.1.4  Revenue  recognition 

Accounting  policy  1.12  on  Revenue  from  Exchange  Tronsoctions  and  occounting  policy  1.13  on  Revenue  from 
Non  - Exchange  Tronsoctions  describes  the  conditions  under  which  revenue  is  recorded  by  the  management  of 
the  municipality. 

In  moking  their  judgement,  manogement  considered  the  detoiled  criteria  for  the  recognition  of  revenue  as  set 
out  in  GRAP  9;  Revenue  from  Exchange  Transactions  and  GRAP  23  Revenue  from  Non  Exchonge  Tronsoctions  and 
in  particular,  when  services  are  rendered,  whether  the  service  has  been  rendered.  The  management  of  the 
municipolity  is  satisfied  thot  recognition  of  the  revenue  in  the  current  year  is  appropriote. 

1.1.5  Financial  assets  and  liabilities 

The  classification  of  finoncial  assets  ond  liobilities,  into  cotegories,  is  bosed  on  management's  educated 
judgement. 


uThungulu  District  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 


ACCOUNTING  POLICIES 


1 .2  New  standards  and  interpretations 

Chonges  in  accounting  policies  thot  ore  effected  by  management  are  applied  retrospectively  in  accordance 
with  GRAP  3 requirements,  except  to  the  extent  that  it  is  impracticoble  to  determine  the  period-specific  effects  or 
the  cumulotive  effect  of  a change  in  policy.  In  such  cases,  the  municipality  shall  restate  the  opening  bolonces  of 
assets,  liobilities  and  net  assets  for  the  earliest  period  for  which  retrospective  restatement  is  practicable. 

The  following  new  GRAP  standards  have  been  issued  but  are  not  yet  effective. 

GRAP  18  - Segmental  reporting 

Complionce  with  this  standord  would  hove  had  an  effect  on  the  presentation  only.  Financial  information  would 
have  been  reported  by  segments.  The  disclosure  of  this  informotion  will  assist  users  of  the  financial  statements  to 
better  understand  the  municipality's  historical  performance  and  to  identify  the  resources  allocated  to  support  the 
mojor  activities  of  the  municipolity. 

GRAP  20  - Reloted  party  disclosure 

This  standard  of  GRAP  on  related  parties  will  replace  the  IPSAS  20  standord  on  reloted  porty  disclosure.  No 
significont  impact  on  the  financial  statements  of  the  Municipality  is  expected. 

GRAP  25  - Employee  benefits 

This  standard  prescribes  similar  requirements  to  those  in  terms  of  IAS  19:  Employee  Benefits.  Since  IAS  19  has  been 
applied  in  developing  the  current  accounting  policy,  no  significant  impact  on  the  financial  statements  of  the 
Municipality  is  expected. 

GRAP  1 05  - Transfer  of  function  between  entities  under  common  control 

This  stondard  provides  the  accounting  treatment  for  transfers  of  functions  between  entities  under  common 
control,  ttowever  the  impact  on  the  Municipality's  financial  statements  is  not  expected  to  be  significont  due  to 
the  fact  that  the  Municipality  rarely  enters  into  such  transactions.  The  standard  is  only  expected  to  have  an 
impact  on  the  Municipality  in  respect  of  any  future  transfers  or  functions. 

GRAP  1 06  - Transfer  of  functions  between  entities  not  under  common  control 

This  stondard  deals  with  other  tronsfers  of  functions  (i.e.  between  entities  not  under  common  control)  and  requires 
the  entity  to  measure  transferred  assets  and  liabilities  of  fair  volue.  It  is  unlikely  thot  the  municipality  will  enter  into 
any  such  transactions  in  the  near  future. 

GRAP  107  - Mergers 

This  stondard  deals  with  requirements  for  accounting  for  o merger  between  two  or  more  entities,  and  is  unlikely  to 
hove  on  impoct  on  the  finonciol  stotements  of  the  Municipolity  in  the  foreseeable  future. 

The  following  GRAP  standards  have  been  issued  and  are  effective  for  the  period  commencing  1 April  2012  and 
have  been  applied  in  the  2012/2013  financiai  year. 

GRAP  21  - Impairment  of  non  - cosh  generating  ossets 

Non-cosh  generating  assets  ore  assets  other  than  cosh  generating  assets.  When  the  carrying  amount  of  o non- 
cash generating  osset  exceeds  its  recoverable  service  amount,  it  is  impaired.  The  stondord  determines  the 
requirements  and  provides  guidance  on  how  to  impair  non  cosh  generating  assets.  In  particular,  it  provides 
guidance  on  how  to  determine  on  asset's  recoverable  service  amount  in  the  obsence  of  any  future  cosh  flows. 
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Annual  Financial  Statements  for  the  year  ended  30  June  2013 


ACCOUNTING  POLICIES 


1 .2  New  standards  and  interpretations  (continued) 

GRAP  23  - Revenue  from  non-exchange  transactions 

Revenue  from  non-exchange  transactions  arises  when  an  entity  receives  value  from  another  entity  without 
directly  giving  opproximately  equal  value  in  exchange.  This  standard  determines  the  requirements  and  provides 
additional  guidance  on  how  to  occount  for  revenue  from  non-exchange  transactions.  In  porticular,  it  requires 
the  entity  to  recognise  revenue  from  grants  received,  to  the  extent  that  there  are  no  further  conditions  attached 
to  the  grant  that  give  rise  to  on  obligation  to  repay.  Most  of  the  grants  received  by  the  Municipality  are 
conditionol  grants  and  revenue  is  currently  only  recognised  when  the  conditions  associated  with  the  respective 
grants  ore  met.  There  is  no  effect  on  the  financial  stotements. 

GRAP  24  - Presentation  of  budget  information  in  the  financial  statements 

This  standard  determines  the  specific  requirements  ond  provides  odditional  guidance  on  how  to  present  a 
comparison  between  budgeted  and  actual  amounts  in  the  finoncial  stotements.  This  standord  has  resulted  in  the 
introduction  of  a new  statement  of  comparison  of  budget  and  actuol  amounts. 

GRAP  26  - Impairment  of  cash  generating  assets 

Cash  generating  assets  ore  those  assets  held  by  an  entity  with  the  primory  objective  of  generating  a commercial 
return.  This  standard  determines  the  requirements  and  provides  guidance  on  how  to  impoir  cash  generating 
assets,  being  assets  thot  are  expected  to  generate  a commercial  benefit.  The  standard  is  not  applicable  to  the 
municipality  as  the  noture  of  services  rendered  by  the  municipality  ore  not  to  generate  a commercial  return. 

GRAP  103  - Heritage  ossets 

Heritage  assets  ore  assets  that  have  a cultural,  environmental,  historical,  naturol,  scientific,  technological  or 
artistic  significance  ond  ore  held  indefinitely  for  the  benefit  of  present  and  future  generations.  The  impact  of  this 
standord  has  been  assessed  and  the  municipality  has  not  applied  the  standard  has  it  hos  no  assets  classified  os 
heritage  ossets. 

GRAP  104  - Financial  Instruments 

This  stondard  will  introduce  some  relatively  significant  changes  when  compared  to  IAS  39,  especiolly  in  the  woy 
finoncial  assets  are  classified  and  treated.  Notwithstanding  the  aforementioned  classification  changes,  the 
financiol  impact  of  this  standord  being  opplied  is  expected  to  be  limited. 

1.3  Financial  instruments 

A financial  instrument  is  any  contract  thot  gives  rise  to  a financial  asset  of  one  entity  and  a financial  liability  or  a 
residual  interest  of  another  entity. 

The  amortised  cost  of  o finoncial  asset  or  finoncial  liobility  is  the  amount  of  which  the  financial  osset  or  financial 
liability  is  meosured  at  initial  recognition  minus  principal  repayments,  plus  or  minus  the  cumulative  amortisotion 
using  the  effective  interest  method  of  any  difference  between  that  initial  omount  ond  the  maturity  amount,  and 
minus  any  reduction  (directly  or  through  the  use  of  an  allowonce  account)  for  impairment  or  uncollectibility. 

Credit  risk  is  the  risk  that  one  party  to  a financial  instrument  will  couse  a financiol  loss  for  the  other  party  by  failing 
to  discharge  on  obligotion. 

Currency  risk  is  the  risk  that  the  foir  value  or  future  cash  flows  of  a finoncial  instrument  will  fluctuate  because  of 
changes  in  foreign  exchange  rates. 

Derecognition  is  the  removol  of  a previously  recognised  financiol  asset  or  financial  liability  from  an  entity’s 
statement  of  finoncial  position. 
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1.3  Financial  instruments  (continued) 

The  effective  interest  method  is  a method  of  calculating  the  amortised  cost  of  a financial  osset  or  a financial 
liability  (or  group  of  financial  assets  or  financial  liabilities)  and  of  allocating  the  interest  income  or  interest  expense 
over  the  relevant  period.  The  effective  interest  rate  is  the  rote  thot  exactly  discounts  estimated  future  cash 
poyments  or  receipts  through  the  expected  life  of  the  financial  instrument  or,  when  oppropriote,  a shorter  period 
to  the  net  corrying  amount  of  the  finonciol  osset  or  financial  liability.  When  calculoting  the  effective  interest  rote, 
an  entity  shall  estimate  cash  flows  considering  all  contractual  terms  of  the  financial  instrument  (for  example, 
prepayment,  call  ond  similor  options)  but  shall  not  consider  future  credit  losses.  The  calculotion  includes  all  fees 
paid  or  received  between  parties  to  the  contract  thot  are  an  integral  part  of  the  effective  interest  rate  (see  the 
Standard  of  GRAP  on  Revenue  from  Exchange  Transoctions),  tronsoction  costs,  ond  all  other  premiums  or 
discounts.  There  is  a presumption  that  the  cash  flows  and  the  expected  life  of  a group  of  similar  financial 
instruments  can  be  estimoted  reliably.  However,  in  those  rare  coses  when  it  is  not  possible  to  reliobly  estimote  the 
cash  flows  or  the  expected  life  of  a financial  instrument  (or  group  of  financial  instruments),  the  entity  shall  use  the 
contractual  cash  flows  over  the  full  contractual  term  of  the  financial  instrument  (or  group  of  financial  instruments). 

Foir  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  o liobility  settled,  between  knowledgeable 
willing  parties  in  an  arm's  length  tronsoction. 

A financial  osset  is: 

• cash; 

• a contractual  right  to: 

receive  cash  or  another  financial  asset  from  another  entity;  or 

exchonge  finonciol  assets  or  financial  liabilities  with  another  entity  under  conditions  that  are 
potentiolly  favourable  to  the  entity. 

A financiol  liability  is  ony  liability  that  is  o contractual  obligotion  to: 

• deliver  cosh  or  another  financial  asset  to  another  entity;  or 

• exchange  financial  assets  or  finonciol  liabilities  under  conditions  that  are  potentially  unfavourable  to 
the  entity. 

Interest  rote  risk  is  the  risk  thot  the  foir  volue  or  future  cash  flows  of  a financial  instrument  will  fluctuote  becouse  of 
changes  in  market  interest  rates. 

Liquidity  risk  is  the  risk  encountered  by  an  entity  in  the  event  of  difficulty  in  meeting  obligations  associoted  with 
financial  liabilities  that  ore  settled  by  delivering  cash  or  another  finonciol  osset. 

Loans  payable  ore  financial  liabilities,  other  thon  short-term  payables  on  normol  credit  terms. 

Morket  risk  is  the  risk  that  the  foir  value  or  future  cosh  flows  of  a finonciol  instrument  will  fluctuote  because  of 
changes  in  market  prices.  Market  risk  comprises  three  types  of  risk:  currency  risk,  interest  rate  risk  and  other  price 
risk. 

Other  price  risk  is  the  risk  that  the  fair  value  or  future  cash  flows  of  o finonciol  instrument  will  fluctuate  becouse  of 
changes  in  market  prices  (other  than  those  orising  from  interest  rote  risk  or  currency  risk),  whether  those  changes 
are  caused  by  factors  specific  to  the  individual  finonciol  instrument  or  its  issuer,  or  factors  affecting  all  similar 
financiol  instruments  traded  in  the  market. 

A financial  asset  is  past  due  when  o counterparty  has  failed  to  make  a payment  when  controctuolly  due. 

A residual  interest  is  ony  contract  that  manifests  on  interest  in  the  assets  of  an  entity  after  deducting  all  of  its 
liabilities.  A residual  interest  includes  contributions  from  owners,  which  may  be  shown  as: 

• equity  instruments  or  similar  forms  of  unitised  capital; 

• a formal  designation  of  a transfer  of  resources  (or  a class  of  such  tronsfers)  by  the  parties  to  the 
tronsoction  os  forming  port  of  on  entity’s  net  assets,  either  before  the  contribution  occurs  or  at  the  time 
of  the  contribution;  or 

• o formol  agreement,  in  relation  to  the  contribution,  establishing  or  increasing  on  existing  financial 
interest  in  the  net  assets  of  on  entity. 
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1.3  Financial  instruments  (continued) 

Tronsaction  costs  ore  incremental  costs  that  are  directly  attributable  to  the  acquisition,  issue  or  disposal  of  a 
financial  asset  or  financial  liability.  An  incremental  cost  is  one  that  would  not  have  been  incurred  if  the  entity  had 
not  acquired,  issued  or  disposed  of  the  financial  instrument. 

Financial  instruments  ot  amortised  cost  are  non-derivative  financial  assets  or  non-derivative  financial  liabilities  thot 
have  fixed  or  determinoble  payments,  excluding  those  instruments  that: 

• the  entity  designates  at  fair  value  at  initial  recognition;  or 

• are  held  for  trading. 

Financial  instruments  at  cost  ore  investments  in  residual  interests  that  do  not  have  a quoted  market  price  in  an 
active  market,  and  whose  fair  value  cannot  be  reliably  measured. 

Finoncial  instruments  at  fair  value  comprise  financial  assets  or  finoncial  liabilities  thot  are: 

• combined  instruments  that  are  designated  at  fair  value; 

Classification 

The  municipality  hos  the  following  types  of  financial  assets  (dosses  and  cotegory)  as  reflected  on  the  Statement 
of  Finoncial  Position  or  in  the  notes  thereto: 


Class 

Cash  and  cash  equivalents 
Finance  lease  receivables 
Long  term  receivobles 

Accounts  receivable  from  exchonge  transactions 
Accounts  receivable  from  non  exchange  tronsactions 
Short  term  investment  deposits 
Investment  in  fixed  deposits 
Investment  in  municipal  entity 


Category 

Financial  asset  measured  at  amortised  cost 
Financial  asset  measured  at  amortised  cost 
Financial  asset  measured  at  amortised  cost 
Financial  asset  measured  at  amortised  cost 
Financial  asset  measured  at  amortised  cost 
Financial  asset  measured  at  amortised  cost 
Financial  asset  measured  at  amortised  cost 
Financial  asset  measured  at  amortised  cost 


The  municipolity  has  the  following  types  of  finoncial  liobilities  (classes  and  cotegory)  as  reflected  on  the 
Statement  of  Financiol  Position  or  in  the  notes  thereto: 


Class 

Long  term  liabilities 

Payables  from  exchonge  transactions 
Bonk  overdraft 
Short  term  loons 

Current  portion  of  long  term  liabilities 
Consumer  deposits 


Category 

Financial  liability  meosured  at  amortised  cost 
Financial  liability  meosured  at  amortised  cost 
Financial  liability  measured  at  amortised  cost 
Financial  liability  meosured  at  amortised  cost 
Financial  liability  meosured  at  amortised  cost 
Financial  liability  meosured  at  amortised  cost 


Initial  measurement  of  financial  assets  and  financial  liabilities 

The  municipality  measures  a financial  asset  and  financiol  liability  initiolly  ot  its  fair  volue  that  are  directly 
attributoble  to  the  ocquisition  or  issue  of  the  financiol  osset  or  financial  liability.  Transaction  costs  are  added  to 
financiol  instruments  corried  ot  amortised  cost  or  cost. 
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1.3  Financial  instruments  (continued) 

Subsequent  measurement  ot  financial  assets  and  financial  liabilities 

The  municipality  measures  all  financial  assets  and  financial  liobilities  after  initial  recognition  using  the  following 
category: 

• Financial  instruments  at  amortised  cost. 

Impairment  and  uncollectibility  of  financial  assets 

The  municipolity  assesses  at  the  end  of  each  reporting  period  whether  there  is  any  objective  evidence  that  a 
financial  asset  or  group  of  financial  assets  is  impaired. 

Financial  ossets  measured  ot  omortised  cost: 

If  there  is  objective  evidence  that  an  impairment  loss  on  financial  assets  measured  ot  amortised  cost  has  been 
incurred,  the  amount  of  the  loss  is  meosured  os  the  difference  between  the  asset's  carrying  amount  ond  the 
present  value  of  estimated  future  cosh  flows  (excluding  future  credit  losses  thot  hove  not  been  incurred) 
discounted  at  the  financial  asset's  originol  effective  interest  rate.  The  carrying  amount  of  the  asset  is  reduced 
directly  or  through  the  use  of  an  ollowance  account.  The  amount  of  the  loss  is  recognised  in  surplus  or  deficit. 

If,  in  a subsequent  period,  the  amount  of  the  impairment  loss  decreases  and  the  decrease  con  be  related 
objectively  to  on  event  occurring  offer  the  impairment  was  recognised,  the  previously  recognised  impairment  loss 
is  reversed  directly  or  by  adjusting  the  allowance  occount.  The  reversal  does  not  result  in  o corrying  amount  of 
the  finoncial  asset  that  exceeds  what  the  amortised  cost  would  have  been  had  the  impairment  not  been 
recognised  at  the  date  the  impoirment  is  reversed.  The  amount  of  the  reversal  is  recognised  in  surplus  or  deficit. 

Investment  in  municipal  entities 

In  the  municipality's  annual  finoncial  stotements,  investment  in  municipal  entity  is  carried  at  amortised  cost  at 
reporting  date. 

1.4  Employee  benefits 

1.4.1  Short-term  employee  benefits 

Remuneration  to  employees  is  recognised  in  the  Statement  of  Finoncial  Performance  as  the  services  are 
rendered,  except  for  non-accumulating  benefits,  which  are  only  recognised  when  the  specific  event  occurs. 

The  municipality  has  opted  to  treot  its  provision  for  leave  pay  as  on  accrual,  included  under  current  liabilities. 

The  costs  of  all  short-term  employee  benefits  such  as  leove  poy,  are  recognised  during  the  period  in  which  the 
employee  renders  the  reloted  service.  The  liability  for  leave  pay  is  based  on  the  total  accrued  leave  days  at  yeor 
end  and  is  included  in  payables  from  exchange  transactions. 

1.4.2  Defined  contribution  plans 

A defined  contribution  plan  is  a plon  under  which  the  municipality  pays  fixed  contributions  into  a separate  entity. 
The  municipality  has  no  legal  or  constructive  obligation  to  pay  further  contributions  if  the  fund  does  not  hold 
sufficient  assets  to  pay  all  employees  the  benefits  relating  to  service  in  the  current  or  prior  periods. 

The  municipality's  contributions  to  the  defined  contribution  funds  are  established  in  terms  of  the  rules  governing 
those  funds.  Contributions  are  recognised  in  the  Statement  of  Financial  Performance  in  the  period  in  which  the 
service  is  rendered  by  the  relevant  employees.  The  municipality  hos  no  further  payment  obligations  once  the 
contributions  have  been  paid. 
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1.4  Employee  benefits  (continued) 

1 .4.3  Defined  benefit  plans 

A defined  benefit  plan  is  a post-  employment  benefit  plan  other  thon  a defined  contribution  plan. 

Post-retirement  health  care  benefits 

The  municipality  has  on  obligotion  to  provide  post-retirement  health  care  benefits  to  certain  of  its  retirees. 
According  to  the  rules  of  the  medical  aid  funds,  with  which  the  municipolity  is  associated,  a member  (who  is  on 
the  current  Conditions  of  Service),  on  retirement,  is  entitled  to  remain  o continued  member  of  the  medical  aid 
fund,  in  which  cose  the  municipality  is  lioble  for  o certain  portion  of  the  medical  aid  membership  fee. 

The  defined  benefit  liobility  is  the  oggregote  of  the  present  volue  of  the  defined  benefit  obligation  and 
unrecognised  actuarial  goins  ond  losses,  reduced  by  unrecognised  post  service  costs.  The  plon  is  unfunded.  The 
present  value  of  the  defined  benefit  obligation  is  calculated  using  the  projected  unit  credit  method, 
incorporating  actuarial  assumptions  and  o discount  rote  based  on  the  government  bond  rote.  Valuations  of 
these  obligations  ore  carried  out  every  year  by  independent  qualified  actuaries. 

Long-service  allowance 

The  municipality  has  on  obligation  to  provide  long-service  allowance  benefits  to  employees  belonging  to  the 
bargaining  council.  According  to  the  rules  of  the  Long-service  Allowance  Scheme,  which  the  municipality 
instituted  and  operates,  on  employee  (who  is  on  the  current  Conditions  of  Service),  is  entitled  to  o cosh 
allowance,  calculated  in  terms  of  the  rules  of  the  scheme,  otter  5,10,  15,  20,  25  ond  30  years  of  continued  service. 
The  rules  of  this  obligation  wos  applicable  for  the  first  six  (6)  months  of  the  financial  year  os  the  internal  policy 
which  provided  for  more  fovouroble  conditions  ceased  to  opply  on  the  31/12/2012,  ond  were  amended  to  10, 
15,  20,  25,  30,  35,  40  and  45  years  of  continued  service.  The  municipality’s  liability  is  based  on  on  octuoriol 
valuation.  The  projected  unit  credit  method  is  used  to  value  the  liabilities.  Actuoriol  gains  and  losses  on  the  long- 
term incentives  ore  accounted  for  through  the  Stotement  of  Finonciol  Performonce. 

Defined  benefit  plans 

The  municipality  contributes  to  various  defined  benefit  plans  on  behalf  of  its  qualifying  employees.  These  funds 
ore  multi-employer  funds  (refer  to  Note  15  of  the  Annuol  Financial  Statements  for  details).  The  contributions  to 
fund  obligotions  for  the  payment  of  retirement  benefits  ore  charged  ogoinst  revenue  in  the  year  they  become 
poyoble.  These  defined  benefit  funds  ore  octuoriolly  valued  trienniolly  on  the  discounted  cosh  method  basis. 
Deficits  ore  recovered  through  lump  sum  poyments  or  increased  future  contributions  on  o proportional  basis  from 
oil  participating  municipalities. 

1 .5  Provisions 

Provisions  ore  recognised  when: 

• the  municipality  has  o present  obligation  os  o result  of  o post  event; 

• it  is  proboble  thot  on  outflow  of  resources  embodying  economic  benefits  or  service  potentiol  will  be 
required  to  settle  the  obligotion;  and 

• o reliable  estimate  con  be  mode  of  the  obligation. 

The  amount  of  o provision  is  the  best  estimate  of  the  expenditure  expected  to  be  required  to  settle  the  present 
obligation  at  the  reporting  dote. 

Provisions  ore  reviewed  of  each  reporting  dote  and  adjusted  to  reflect  the  current  best  estimate.  Provisions  ore 
reversed  if  it  is  no  longer  proboble  thot  on  outflow  of  resources  embodying  economic  benefits  or  service 
potential  will  be  required,  to  settle  the  obligation. 

A provision  is  used  only  for  expenditures  for  which  the  provision  was  originally  recognised. 

Provision  for  the  rehobilitotion  of  the  refuse  landfill  site  is  determined  ot  best  estimate  by  consulting  engineers. 
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1.6  Property,  plant,  equipment 

Property,  plant,  equipment  are  tangible  non-current  assets  (including  infrostructure  ossets)  that  ore  held  for  use  in 
the  production  or  supply  of  water  ond  sonitation  services,  rentol  to  others,  or  for  odministrotive  purposes,  and  ore 
expected  to  be  used  during  more  than  one  financial  period. 


Initial  Recognition 

The  cost  of  on  item  of  property,  plant,  equipment  is  recognised  os  on  asset  when: 

• it  is  probable  thot  future  economic  benefits  or  service  potential  associated  with  the  item  will  flow  to  the 
municipality;  and 

• the  cost  of  the  item  con  be  measured  reliably. 

Property,  plant,  equipment  is  initially  recognised  at  cost  on  it's  acquisition  dote  or  in  the  cose  of  assets  ocquired 
at  nil  or  nominal  consideration  the  deemed  cost,  being  the  fair  value  of  the  asset  at  ocquisition  dote. 

The  cost  of  on  item  of  property,  plant,  equipment  is  the  purchase  price  and  other  costs  attributable  to  bring  the 
asset  to  the  location  and  condition  necessary  for  it  to  be  capable  of  operoting  in  the  manner  intended  by  the 
municipality.  Trade  discounts  and  rebates  ore  deducted  in  arriving  at  the  cost. 

Where  on  asset  is  acquired  at  no  cost,  or  far  o nominal  cost,  its  cost  is  its  fair  value  os  at  dote  of  acquisition. 

Where  on  item  of  property,  plont,  equipment  is  ocquired  in  exchange  far  o non-monetory  asset  or  monetary 
assets,  or  o combination  of  monetary  and  non-monetory  ossets,  the  asset  ocquired  is  initially  meosured  at  fair 
volue  (the  cost) . If  the  ocquired  item's  fair  value  was  not  determinable,  it's  deemed  cost  is  the  carrying  omount  of 
the  asset(s)  given  up. 

When  significont  components  of  on  item  of  property,  plont,  equipment  hove  different  useful  lives,  they  ore 
accounted  far  os  seporote  items  (major  components)  of  property,  plant,  equipment  far  purposes  of 
depreciotion. 

Costs  include  costs  incurred  initially  to  acquire  or  construct  on  item  of  property,  plant,  equipment  and  costs 
incurred  subsequently  to  odd  to,  reploce  port  of,  or  service  it.  If  o replacement  cost  is  recognised  in  the  carrying 
amount  of  on  item  of  property,  plant,  equipment , the  corrying  amount  of  the  replaced  port  is  derecognised. 

The  initial  estimote  of  the  costs  of  dismantling  and  removing  the  item  and  restoring  the  site  on  which  it  is  located  is 
also  included  in  the  cost  of  property,  plant,  equipment  , where  the  entity  is  obligated  to  incur  such  expenditure, 
and  where  the  obligation  arises  os  o result  of  acquiring  the  asset  or  using  it  for  purposes  other  thon  the  production 
of  inventories. 

Recognition  of  costs  in  the  carrying  amount  of  on  item  of  property,  plant,  equipment  ceases  when  the  item  is  in 
the  location  and  condition  necessary  for  it  to  be  copoble  of  operating  in  the  manner  intended  by  the 
municipolity. 

Major  spore  ports  and  standby  equipment  which  ore  expected  to  be  used  for  more  than  one  period  ore 
included  in  property,  plant,  equipment . In  addition,  spore  ports  ond  standby  equipment  which  con  only  be  used 
in  connection  with  on  item  of  property,  plant,  equipment  ore  accounted  for  os  property,  plant,  equipment . 

Subsequent  Measurement 

Subsequent  expenditure  relating  to  property,  plant  ond  equipment  is  capitalised  if  it  is  probable  thot  future 
economic  fair  value  of  the  subsequent  expenditure  con  be  reliobly  measured. 

Subsequent  expenditure  incurred  on  on  asset  is  only  capitalised  when  it  increases  the  capacity  for  future 
economic  benefits  associated  with  the  asset. 

Where  the  municipality  replaces  port  of  on  asset,  it  derecognises  the  port  of  the  asset  being  replaced  and 
capitalises  the  new  component. 
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1.6  Property,  plant,  equipment  (continued) 

Subsequent  measurement  of  all  property,  plant  ond  equipment  ore  measured  of  cost,  less  accumulated 
depreciation  ond  ony  accumulated  impairment  losses.  The  municipality  does  not  recognise  in  the  carrying 
amount  of  an  item  of  property,  plant  and  equipment  the  cost  of  day  to  day  servicing  of  the  item. 

Compensation  from  third  parties  for  items  of  property,  plont  and  equipment  that  were  impaired,  lost  or  given  up  is 
included  in  surplus  or  deficit  when  the  compensotion  becomes  receivable. 

Depreciation 

Each  port  of  on  item  of  property,  plant  and  equipment  with  o cost  that  is  significont  in  relation  to  the  total  cost  of 
the  item  is  depreciated  separately. 

The  depreciotion  charge  for  each  period  is  recognised  in  surplus  or  deficit  unless  it  is  included  in  the  carrying 
amount  of  another  osset. 

Lond,  with  the  exception  of  landfill  sites  and  cemetery,  is  not  deprecioted  os  it  is  regorded  os  having  on  infinite 
life.  If  the  cost  of  the  land  includes  the  cost  of  site  dismantlement,  removal  ond  restoration,  that  portion  of  the 
land  asset  is  depreciated  over  the  period  of  benefits  or  service  potential,  obtained  by  incurring  those  costs. 
Depreciation  on  assets  other  than  lond  is  calculated  on  cost,  using  the  straight  line  method,  to  allocate  their  cost 
to  their  residuol  values  over  the  estimated  useful  lives  of  the  asset.  The  depreciation  method  used  reflects  the 
pattern  in  which  the  osset's  future  economic  benefits  or  service  potential  ore  expected  to  be  consumed  by  the 
municipality.  Components  of  assets  thot  ore  significont  in  relation  to  the  whole  asset  and  that  hove  different 
useful  lives  ore  depreciated  separately. 
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1.6  Property,  plant,  equipment  (continued) 

The  useful  lives  of  items  of  property,  plant,  equipment  have  been  assessed  as  follows: 

Item 

Expected  useful  life 

Land 

• Permonent 

30  years 

Buildings 

• Other  buildings 

30  years 

Plant  and  Equipment 

• Weed  Eater 

2 years 

• Lawn  Mower 

2 years 

• Other 

5 years 

• Skid  Mounted  Fire  Response 

15  years 

Furniture 

10  years 

Computer  Equipment 

5 years 

Infrastructure  Electricity 

• Electrical  Kiosk 

15  years 

• Electrical  Meters 

15  years 

• Street  Lights 

15  years 

• Electricol  Lines  and  Cables 

40  years 

• Electricol  Switchgear 

40  years 

• Power  Transformers 

40  years 

Infrastructure  - Plant  & Equipment 

• tteavy  Duty  Infrastructure  Pumps 

1 5 years 

• Unspecified  Infrastructure  Assets 

1 5 years 

• Standby  Generators  Sets  - Water  & Sewerage  Camps 

15  years 

Infrastructure  Sewerage  Services 

• Seweroge  Containment 

50  years 

• Sewerage  Network 

50  years 

• Sewerage  Purification 

50  years 

Infrastructure  Solid  Waste  Cell  Services 

• Solid  Waste  Cell 

7 years 

• Cemetery 

1 5 years 

Infrastructure  Water  Services 

• Small  Schemes 

20  years 

• Water  Abstraction 

20  years 

• Water  Network 

20  years 

• Water  Purification 

20  years 

• Water  Storoge 

50  years 

Motor  Vehicles 

• Bakkie,  LDV,  Sedon  & Tonker 

7 years 

• Truck 

7 years 

• Trailer  & Caravon 

5 years 

• Forklift 

5 years 

• Tractors 

15  years 

Equipment 

• Office  Equipment 

5 years 
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1.6  Property,  plant,  equipment  (continued) 

Infrastructure  assets 


Infrostructure  assets  ore  ony  assets  that  are  part  of  a network  of  similor  assets  and  ore  shown  at  cost  less 
accumuloted  depreciation  and  accumulated  impairment. 

Derecognition  of  property,  plant  and  equipment. 

The  carrying  amount  of  an  item  of  property,  plont  and  equipment  is  derecognised  on  disposal,  or  when  no  future 
economic  benefits  or  service  potentiol  are  expected  from  its  use  or  disposol. 

The  gain  or  loss  arising  from  the  derecognition  is  included  in  surplus  or  deficit  when  the  item  is  derecognised. 

Goins  or  losses,  calculated  os  the  difference  between  the  net  book  value  of  assets  (cost  less  accumulated 
depreciation  and  accumulated  impairment  losses)  and  the  soles  proceeds,  ore  included  in  the  Stotement  of 
Finonciol  Performance  os  o goin  or  loss  on  disposol  of  property,  plant  and  equipment. 

1.7  Intangible  assets 

An  asset  is  identified  os  on  intangible  asset  when  it: 

• is  capable  of  being  seporoted  or  divided  from  on  entity  and  sold,  transferred,  licensed,  rented  or 
exchanged,  either  individually  or  together  with  o related  contract,  assets  or  liability;  or 

• arises  from  contractual  rights  or  other  legal  rights,  regardless  whether  those  rights  ore  transferable  or 
separate  from  the  municipality  or  from  other  rights  and  obligations. 

Initial  recognition 

An  intangible  asset  is  recognised  when: 

• it  is  probable  that  the  expected  future  economic  benefits  or  service  potential  that  ore  attributable  to 
the  asset  will  flow  to  the  municipality;  ond 

• the  cost  or  fair  value  of  the  asset  con  be  measured  reliably. 

Intongible  ossets  ore  initially  recognised  at  cost. 

An  intangible  osset  acquired  at  no  or  nominal  cost,  the  cost  shall  be  its  fair  value  os  at  the  dote  of  acquisition. 

Expenditure  on  research  (or  on  the  research  phose  of  on  internal  project)  is  recognised  os  on  expense  when  it  is 
incurred. 

An  intangible  asset  orising  from  development  (or  from  the  development  phase  of  on  internol  project)  is 
recognised  when: 

• it  is  technically  feosible  to  complete  the  asset  so  thot  it  will  be  ovoiloble  for  use  or  sole;  and 

• there  is  on  intention  to  complete  and  use  or  sell  it;  and 

• there  is  on  obility  to  use  or  sell  it;  and 

• it  will  generote  probable  future  economic  benefits  or  service  potential;  and 

• there  ore  ovoiloble  technical,  financial  ond  other  resources  to  complete  the  development  and  to  use 
or  sell  the  asset;  ond 

• the  expenditure  ottributoble  to  the  asset  during  its  development  con  be  measured  reliably. 

Subsequent  meosurement,  amortisation  and  impairment 

Intangible  assets  ore  carried  at  cost  less  ony  accumuloted  amortisation  and  any  impairment  losses. 
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1 .7  Intangible  assets  (continued) 

An  intangible  osset  is  regarded  as  having  on  indefinite  useful  life  when,  bosed  on  all  relevant  factors,  there  is  no 
foreseeable  limit  to  the  period  over  which  the  asset  is  expected  to  generate  net  cash  inflows  or  service  potential. 
Amortisotion  is  not  provided  for  these  intongible  ossets,  but  they  are  tested  for  impairment  annually  and 
whenever  there  is  an  indication  that  the  asset  may  be  impaired.  For  all  other  intangible  assets  omortisation  is 
provided  on  o straight  line  basis  over  their  useful  life. 

The  amortisation  period  and  the  amortisation  method  for  intangible  assets  ore  reviewed  at  each  reporting  date. 

Amortisotion  is  provided  to  write  down  the  intangible  assets,  on  a straight  line  basis,  to  their  residual  values  os 
follows: 

Item  Useful  life 

Computer  software,  other  3 years 

The  gain  or  loss  is  the  difference  between  the  net  disposal  proceeds,  if  any,  and  the  carrying  amount.  It  is 
recognised  in  surplus  or  deficit  when  the  osset  is  derecognised. 

Derecognition 


Intangible  assets  are  derecognised  when  the  asset  is  disposed  of  or  when  there  are  no  further  economic  benefits 
or  service  potential  expected  from  the  use  of  the  asset.  The  goin  or  loss  arising  from  the  disposal  or  retirement  of 
on  intangible  asset  is  determined  os  the  difference  between  the  soles  proceeds  ond  the  carrying  value  and  is 
recognised  in  the  Statement  of  Financial  Performance. 

1 .8  Impairment  of  non-cash-generafing  assets 

Cosh-generating  assets  ore  those  assets  held  by  the  municipality  with  the  primary  objective  of  generating  o 
commercial  return.  When  on  asset  is  deployed  in  o manner  consistent  with  that  adopted  by  o profit-orientated 
entity,  it  generates  o commercial  return. 

Non-cosh-generoting  assets  ore  ossets  other  than  cosh-generating  assets. 

Impairment  is  a loss  in  the  future  economic  benefits  or  service  potential  of  on  asset,  over  and  above  the 
systematic  recognition  of  the  loss  of  the  asset's  future  economic  benefits  or  service  potential  through 
depreciation  (amortisation). 

Carrying  amount  is  the  amount  at  which  on  asset  is  recognised  in  the  Statement  of  Financial  Position  offer 
deducting  any  accumulated  depreciation  and  accumulated  impairment  losses  thereon. 

Costs  of  disposal  ore  incremental  costs  directly  ottributoble  to  the  disposal  of  on  asset,  excluding  finance  costs 
and  income  tax  expense. 

Depreciotion  (Amortisation)  is  the  systematic  allocation  of  the  depreciable  amount  of  on  osset  over  its  useful  life. 

Foir  value  less  costs  to  sell  is  the  omount  obtainable  from  the  sole  of  on  asset  in  on  arm's  length  transaction 
between  knowledgeable,  willing  parties,  less  the  costs  of  disposal. 

Recoverable  service  amount  is  the  higher  of  o non-cosh-generoting  asset's  fair  value  less  costs  to  sell  and  its 
volue  in  use. 

Useful  life  is  the  period  of  time  over  which  on  osset  is  expected  to  be  used  by  the  municipality. 

Identification 

When  the  corrying  amount  of  o non-cosh-generoting  asset  exceeds  its  recoverable  service  amount,  it  is  impaired. 
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1 .8  Impairment  of  non-cash-generating  assets  (continued] 

The  municipality  assesses  ot  each  reporting  date  whether  there  is  ony  indication  that  a non-cash-generating 
asset  may  be  impaired.  If  ony  such  indication  exists,  the  municipality  estimates  the  recoverable  service  amount  of 
the  asset. 

Irrespective  of  whether  there  is  any  indicotion  of  impairment,  the  municipality  also  tests  a non-cash-generating 
intangible  asset  with  an  indefinite  useful  life  or  a non-cash-generating  intangible  asset  not  yet  available  for  use 
for  impairment  annually  by  comparing  its  corrying  omount  with  its  recoverable  service  amount.  This  impairment 
test  is  performed  ot  the  some  time  every  year.  If  an  intongible  asset  was  initially  recognised  during  the  current 
reporting  period,  that  intangible  asset  is  tested  for  impairment  before  the  end  of  the  current  reporting  period. 

1.9  Leases 

A leose  is  classified  as  a finance  lease  if  it  tronsfers  substantiolly  all  the  risks  and  rewards  incidental  to  ownership.  A 
lease  is  classified  as  on  operating  lease  if  it  does  not  transfer  substontially  oil  the  risks  ond  rewards  incidental  to 
ownership. 

1 .9.1  Finance  leases  - The  municipality  as  a lessee 

Finance  leases  are  recognised  as  assets  and  liabilities  in  the  Statement  of  Financial  Position  at  amounts  equal  to 
the  fair  volue  of  the  leased  property  or,  if  lower,  the  present  volue  of  the  future  minimum  lease  payments.  The 
corresponding  liability  to  the  lessor  is  included  in  the  Stotement  of  Financial  Position  as  a finonce  lease  obligation. 

The  discount  rate  used  in  colculating  the  present  value  of  the  future  minimum  lease  payments  is  the  interest  rate 
implicit  in  the  lease. 

The  lease  payments  ore  apportioned  between  the  finance  charge  and  reduction  of  the  outstanding  liability.  The 
finance  charge  is  ollocoted  to  eoch  period  during  the  lease  term  so  as  to  produce  a constant  periodic  rate  of 
the  remoining  balance  of  the  liobility. 

1.9.2  Operating  leases  - The  municipality  as  a lessee 

Payments  made  under  operating  leases  (net  of  any  incentives  received  from  the  lessor)  are  charged  to  the 
Statement  of  Financial  Performance  over  the  period  of  the  lease. 

1.10  Inventories 

Inventories  ore  initially  measured  at  cost  except  where  inventories  ore  acquired  ot  no  cost,  or  for  nominal 
consideration,  then  their  costs  are  their  fair  value  as  ot  the  dote  of  acquisition. 

Subsequently  inventories  are  measured  at  the  lower  of  cost  and,  net  realisoble  value  or  current  replacement 
cost. 

Net  reolisable  value  is  the  estimated  selling  price  in  the  ordinory  course  of  operations  less  the  estimoted  costs  of 
completion  and  the  estimated  costs  necessory  to  make  the  sole,  exchange  or  distribution. 

Current  replacement  cost  is  the  cost  the  municipality  incurs  to  ocquire  the  asset  on  the  reporting  dote. 

The  cost  of  inventories  comprises  all  costs  of  purchase,  costs  of  conversion  and  other  costs  incurred  in  bringing 
the  inventories  to  their  present  location  and  condition. 

The  cost  of  inventories  of  items  that  are  not  ordinarily  interchangeable  and  goods  or  services  produced  and 
segregated  for  specific  projects  is  assigned  using  specific  identification  of  the  individual  costs. 

The  cost  of  inventories  is  assigned  using  the  first-in,  first-out  (FIFO)  formula.  The  same  cost  formula  is  used  for  all 
inventories  having  a similar  nature  ond  use  to  the  municipality. 
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1.10  Inventories  (continued) 

When  inventories  are  sold,  the  carrying  amounts  of  those  inventories  ore  recognised  as  an  expense  in  the  period 
in  which  the  related  revenue  is  recognised.  If  there  is  no  reloted  revenue,  the  expenses  are  recognised  when  the 
goods  ore  distributed,  or  related  services  ore  rendered.  The  amount  of  any  write-down  of  inventories  to  net 
reolisoble  value  or  current  replacement  cost  and  oil  losses  of  inventories  ore  recognised  os  on  expense  in  the 
period  the  write-down  or  loss  occurs.  The  omount  of  any  reversol  of  any  write-down  of  inventories,  arising  from  on 
increase  in  net  reolisoble  value  or  current  replacement  cost,  are  recognised  os  o reduction  in  the  amount  of 
inventories  recognised  os  on  expense  in  the  period  in  which  the  reversal  occurs. 

1.11  Tax 


Tax  Expense: 

The  municipality  is  exempt  from  toxotion  in  terms  of  section  10(1 ) (A)  of  the  Income  Tax  Act. 

Value  Added  Tax  (VAT): 

The  municipality  accounts  for  VAT  on  the  accrual  bosis,  based  on  the  approval  received  from  the  Commissioner 
for  South  African  Revenue  Services  to  on  application  by  the  Municipality,  permission  has  been  given  to  remit  or 
cloim  for  volue  - odded  tax  on  the  payments  basis  for  debtors  and  creditors. 


1.12  Revenue  from  exchange  transactions 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  period  when  those 
inflows  result  in  on  increase  in  net  ossets. 

An  exchange  transaction  is  one  in  which  the  municipality  receives  assets  or  services,  or  has  liobilities  extinguished, 
and  directly  gives  opproximotely  equol  value  (primarily  in  the  form  of  goods,  services  or  use  of  assets)  to  the  other 
party  in  exchange. 

Foir  value  is  the  amount  for  which  on  asset  could  be  exchanged,  or  o liability  settled,  between  knowledgeable, 
willing  parties  in  on  arm's  length  tronsoction. 

Measurement 

Revenue  is  measured  of  the  fair  volue  of  the  consideration  received  or  receivoble,  net  of  trade  discounts  and 
rebates. 
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1.12  Revenue  from  exchange  transactions  (continued] 

Rendering  of  services 

When  the  outcome  of  a transaction  involving  the  rendering  of  services  can  be  estimoted  reliably,  revenue 
associoted  with  the  tronsoction  is  recognised  by  reference  to  the  stoge  of  completion  of  the  tronsoction  of  the 
reporting  dote.  The  outcome  of  o tronsoction  con  be  estimated  reliably  when  oil  the  following  conditions  ore 
sotisfied: 


the  amount  of  revenue  con  be  meosured  reliobly;  and 

it  is  probable  that  the  economic  benefits  or  service  potentiol  associated  with  the  transaction  will  flow  to 
the  municipality;  and 

the  stage  of  completion  of  the  tronsoction  ot  the  reporting  dote  con  be  measured  reliably;  and 

the  costs  incurred  for  the  tronsoction  ond  the  costs  to  complete  the  transaction  con  be  measured 

reliably. 


Service  charges  relating  to  water  ore  based  on  consumption.  Meters  ore  read  on  o monthly  bosis  and  when  the 
meter  is  not  read  provisional  estimates  ore  mode  and  based  on  those  reodings  the  revenue  is  invoiced  monthly 
and  recognised.  Adjustments  to  provisionol  estimates  of  consumption  ore  mode  in  the  invoicing  period  in  which 
meters  hove  been  read.  These  adjustments  ore  recognised  os  revenue  in  the  invoicing  period. 

Service  charges  relating  to  refuse  ore  recognised  on  o monthly  basis  in  orreors  and  on  on  accrual  basis  by 
applying  the  approved  tariff  to  each  consumer  thot  mokes  use  of  the  landfill  site. 

Service  charges  from  sonitotion  ore  raised  on  o monthly  basis  in  accordance  with  the  approved  tariffs. 

Interest  and  rentols  ore  recognised  on  o time  proportion  basis. 

Revenue  from  public  contributions  is  recognised  when  oil  conditions  associoted  with  the  contribution  hove  been 
met  or  where  the  contribution  is  to  finonce  property,  plant  ond  equipment,  when  such  items  ore  brought  into  use. 
Where  public  contributions  hove  been  received  but  the  municipolity  has  not  met  the  conditions,  o liability  is 
recognised. 

1.13  Revenue  from  non-exchange  transactions 

Revenue  comprises  gross  inflows  of  economic  benefits  or  service  potential  received  and  receivable  by  o 
municipolity,  which  represents  on  increase  in  net  assets,  other  than  increases  reloting  to  contributions  from 
owners. 

Conditions  on  tronsferred  ossets  ore  stipulations  that  specify  that  the  future  economic  benefits  or  service  potential 
embodied  in  the  asset  is  required  to  be  consumed  by  the  recipient  os  specified  or  future  economic  benefits  or 
service  potential  must  be  returned  to  the  transferor. 

Control  of  on  osset  arise  when  the  municipality  con  use  or  otherwise  benefit  from  the  osset  in  pursuit  of  its 
objectives  and  con  exclude  or  otherwise  regulate  the  access  of  others  to  thot  benefit. 

Non-exchange  tronsoctions  ore  transactions  that  ore  not  exchange  transactions.  In  o non-exchonge  tronsoction, 
o municipality  either  receives  value  from  another  municipolity  without  directly  giving  approximately  equal  value 
in  exchange,  or  gives  value  to  another  municipality  without  directly  receiving  approximately  equol  volue  in 
exchange. 

Restrictions  on  transferred  assets  ore  stipulotions  that  limit  or  direct  the  purposes  for  which  o transferred  osset  may 
be  used,  but  do  not  specify  that  future  economic  benefits  or  service  potential  is  required  to  be  returned  to  the 
transferor  if  not  deployed  os  specified. 

Stipulations  on  tronsferred  ossets  ore  terms  in  lows  or  regulation,  or  o binding  arrangement,  imposed  upon  the  use 
of  o transferred  asset  by  entities  external  to  the  reporting  municipality. 


25 


uThungulu  District  Municipality 

Annual  Financial  Statements  for  the  year  ended  30  June  2013 


ACCOUNTING  POLICIES 


1.13  Revenue  from  non-exchange  transactions  (continued] 

Tronsfers  are  inflows  of  future  economic  benefits  or  service  potential  from  non-exchange  transactions,  other  than 
foxes.  Government  gronts  ore  recognised  os  revenue  when  : 

- it  is  proboble  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality, 

- the  amount  of  the  revenue  con  be  measured  reliably,  and 

- to  the  extent  that  there  has  been  complionce  with  any  conditions  associated  with  the  grant. 

Revenue  received  from  conditional  grants,  donations  and  funding  ore  recognised  os  revenue  to  the  extent  that 
the  municipality  has  complied  with  any  of  the  criterio,  conditions  or  obligations  embodied  in  the  agreement.  To 
the  extent  that  the  criteria,  conditions  or  obligations  hove  not  been  met  o liability  is  recognised. 

Measurement 

Revenue  from  o non-exchange  transaction  is  meosured  at  the  amount  of  the  increose  in  net  assets  recognised 
by  the  municipality. 

When,  os  o result  of  o non-exchange  transaction,  the  municipality  recognises  on  asset,  it  also  recognises  revenue 
equivalent  to  the  amount  of  the  asset  meosured  at  its  fair  value  os  at  the  dote  of  acquisition,  unless  it  is  also 
required  to  recognise  o liobility.  Where  o liability  is  required  to  be  recognised  it  will  be  measured  os  the  best 
estimate  of  the  amount  required  to  settle  the  obligation  at  the  reporting  dote,  and  the  amount  of  the  increase  in 
net  ossets,  if  any,  recognised  os  revenue.  When  o liability  is  subsequently  reduced,  because  the  toxoble  event 
occurs  or  o condition  is  sotisfied,  the  amount  of  the  reduction  in  the  liability  is  recognised  os  revenue. 

1.14  Grants  in  aid 

The  municipality  transfers  money  to  individuals,  orgonisotions  and  other  sectors  of  government  from  time  to  time. 
When  making  these  transfers,  the  municipality  does  not: 

- receive  any  goods  or  services  directly  in  return,  os  would  be  expected  in  o purchose  or  sole 
tronsoction; 

- expect  to  be  repaid  in  future;  or 

- expect  o financial  return,  os  would  be  expected  from  on  investment. 

These  transfers  ore  recognised  in  the  Stotement  of  Financial  Performance  os  expenses  in  the  period  that  the 
events  giving  rise  to  the  transfer  occurred. 

1.15  Borrowing  costs 

Borrowing  costs  thot  ore  directly  attributable  to  the  acquisition,  construction  or  production  of  o qualifying  osset 
ore  copitolised  os  port  of  the  cost  of  that  asset  until  such  time  os  the  asset  is  ready  for  its  intended  use.  The 
amount  of  borrowing  costs  eligible  for  capitalisation  is  determined  os  follows: 

• Actual  borrowing  costs  on  funds  specifically  borrowed  for  the  purpose  of  obtaining  o qualifying  osset 
less  any  investment  income  on  the  temporary  investment  of  those  borrowings. 

• Weighted  overoge  of  the  borrowing  costs  applicable  to  the  municipality  on  funds  generally  borrowed 
for  the  purpose  of  obtoining  o quolifying  asset.  The  borrowing  costs  copitolised  do  not  exceed  the  total 
borrowing  costs  incurred. 

The  copitolisotion  of  borrowing  costs  commences  when  oil  the  following  conditions  hove  been  met: 

• expenditures  for  the  asset  hove  been  incurred;  ond 

• borrowing  costs  hove  been  incurred;  and 

• activities  that  ore  necessary  to  prepare  the  asset  for  its  intended  use  or  sole  ore  undertaken. 

When  the  carrying  omount  or  the  expected  ultimate  cost  of  the  qualifying  asset  exceeds  its  recoverable  amount 
or  recoveroble  service  omount  or  net  reolisoble  volue  or  replacement  cost,  the  carrying  amount  is  written  down 
or  written  off  in  accordance  with  the  accounting  policy  on  impairment  of  assets.  In  certain  circumstances,  the 
amount  of  the  write-down  or  write-off  is  written  bock  in  accordance  with  the  some  occounting  policy. 
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1.15  Borrowing  costs  (continued) 

Capitalisation  is  suspended  during  extended  periods  in  which  active  development  is  interrupted. 

Capitalisotion  ceases  when  substantially  oil  the  activities  necessory  to  prepare  the  quolifying  asset  for  its  intended 
use  or  sale  are  complete. 

When  the  municipality  completes  the  construction  of  a qualifying  asset  in  parts  and  eoch  part  is  capable  of 
being  used  while  construction  continues  on  other  parts,  the  entity  ceases  capitolising  borrowing  costs  when  it 
completes  substantially  all  the  activities  necessory  to  prepare  that  part  for  its  intended  use  or  sale. 

All  other  borrowing  costs  ore  recognised  as  on  expense  in  the  period  in  which  they  ore  incurred. 

1.16  Budget  information 

Municipalities  are  typically  subject  to  budgetary  limits  in  the  form  of  oppropriations  or  budget  authorisation's  (or 
equivalent),  which  is  given  effect  through  outhorising  legislotion,  appropriation  or  similar. 

General  purpose  financial  reporting  by  municipolities  shall  provide  information  on  whether  resources  were 
obtained  ond  used  in  accordance  with  the  legally  adopted  budget. 

The  annual  financial  statements  ond  the  budget  are  on  the  same  basis  of  accounting  therefore  a comparison 
with  the  budgeted  omounts  for  the  reporting  period  hove  been  included  in  the  Statement  of  Comparison  of 
Budget  ond  Actual  amounts. 

1.17  Unauthorised  expenditure 

Unauthorised  expenditure  is  expenditure  that  has  not  been  budgeted  for,  expenditure  that  is  not  in  terms  of  the 
conditions  of  on  allocation  received  from  onother  sphere  of  government,  municipality  or  organ  of  state  and 
expenditure  in  the  form  of  o gront  that  is  not  permitted  in  terms  of  the  Municipal  Finonce  Management  Act  (No. 
56  of  2003).  All  unauthorised  expenditure  is  recognised  os  on  expense  in  the  Stotement  of  Finonciol  Performance 
in  the  yeor  thot  the  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  noture  of  the 
expense,  ond  where  recovered,  it  is  subsequently  accounted  for  os  revenue  in  the  Statement  of  Financial 
Performonce. 

1.18  Fruitless  and  wasteful  expenditure 

Fruitless  and  wasteful  expenditure  means  expenditure  which  was  mode  in  vain  and  would  hove  been  avoided 
hod  reosonoble  core  been  exercised. 

All  fruitless  and  wasteful  expenditure  is  recognised  os  on  expense  in  the  Statement  of  Financial  Performonce  in 
the  year  that  the  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the 
expense,  ond  where  recovered,  it  is  subsequently  occounted  for  os  revenue  in  the  Statement  of  Financial 
Performonce. 


1.19  Irregular  expenditure 

Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finonce  Management  Act  (Act  No. 56  of 
2003),  the  Municipal  Systems  Act  (Act  No. 32  of  2000),  ond  the  Public  Office  Bearers  Act  (Act  No.  20  of  1998)  or  is  in 
contravention  of  the  economic  entity's  supply  chain  monogement  policy.  Irregular  expenditure  excludes 
unauthorised  expenditure.  Irregular  expenditure  is  occounted  for  os  expenditure  in  the  Statement  of  Finonciol 
Performonce  ond  where  recovered,  it  is  subsequently  accounted  for  os  revenue  in  the  Statement  of  Financial 
Performonce. 
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1.20  Commitments 

Items  are  classified  as  commitments  where  the  municipality  commits  itself  to  future  tronsactions  that  will  result  in 
the  future  outflow  of  resources.  Capitol  commitments  ore  not  recognised  in  the  statement  of  Finonciol  Position  os 
o liobility  but  ore  included  in  the  disclosure  note  32,  for  approved  and  contracted  commitments,  where  the 
expenditure  has  been  approved  and  the  controct  has  been  awarded  at  the  reporting  dote. 

1 .21  Related  parties 

The  municipolity  operates  in  on  economic  sector  currently  dominated  by  entities  directly  or  indirectly  owned  by 
the  South  African  Government.  As  o consequence  of  the  constitutional  independence  of  the  three  spheres  of 
government  in  South  Africa,  only  entities  within  the  notional  sphere  of  government  ore  considered  to  be  related 
parties. 

Management  ore  those  persons  responsible  for  planning,  directing  and  controlling  the  activities  of  the 
municipality,  including  those  charged  with  the  governance  of  the  municipality  in  occordonce  with  legislation,  in 
instonces  where  they  ore  required  to  perform  such  functions. 

Close  members  of  the  family  of  o person  ore  considered  to  be  those  family  members  who  may  be  expected  to 
influence,  or  be  influenced  by,  that  management  in  their  dealings  with  the  municipality. 

Only  transactions  with  related  parties  not  at  arm's  length  or  not  in  the  ordinory  course  of  business  ore  disclosed. 
The  municipality  applies  IPSAS  20  for  reloted  parties  in  the  absence  of  on  effective  GRAP  standard. 

1.22  Comparative  figures 

Where  necessory,  comporotive  figures  hove  been  reclassified  to  conform  to  changes  in  presentation  in  the 
current  year. 

1 .23  Events  after  report  date 

Events  otter  the  reporting  dote  thot  ore  classified  os  adjusting  events  ore  accounted  for  in  the  annual  financial 
statements.  The  events  otter  the  reporting  dote  that  ore  classified  os  non-adjusting  events  hove  been  disclosed  in 
the  notes  to  the  annual  financial  stotements. 

1.24  Contingent  assets  and  contingent  liabilities 

Contingent  assets  and  contingent  liabilities  ore  not  recognised.  Contingencies  ore  disclosed  in  the  notes  to  the 
annual  financial  statements. 

1 .25  Currency  of  presentation 

These  annual  financial  statements  ore  presented  in  South  African  Ronds. 
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2.  New  standards  and  interpretations 

2.1  Standards  and  interpretations  eftective  and  adopted  in  the  current  year 

In  the  current  year,  the  municipality  has  odopted  the  following  standards  and  interpretations  thot  are  effective 
for  the  current  finoncial  year  and  that  are  relevant  to  its  operations: 


Standard/  Interpretation: 


GRAP  23:  Revenue  from  Non- 
exchange Transactions 

GRAP  24:  Presentation  of  Budget 
Information  in  the  Financial 
Statements 


GRAP  103:  Fleritage  Assets 

GRAP  21:  Impairment  of  non-cash- 
generating  assets 

GRAP  26:  Impairment  of  cash- 
generating assets 


GRAP  104:  Financial  Instruments 


Eftective  date:  Expected  impact: 
Years  beginning 
on  or  after 


01  April  2012 
01  April  2012 

01  April  2012 
01  April  2012 
01  April  2012 

01  April  2012 


No  significant  impact  as  most  grants  received  are 
conditionol  grants  and  revenue  is  recognised 
when  the  conditions  are  met. 

The  stondard  requires  the  municipality  to  present 
a comparrison  between  budgeted  and  actuol 
amounts  in  the  financial  statements.  A new 
stotement  of  comparison  of  budget  ond  actuals 
has  been  included. 

Currently  not  relevant  to  the  municipality  as  it  has 
no  ossets  classified  os  heritage  assets. 

No  significant  impact  unless  corrying  amount  of 
assets  exceed  depreciated  replacement  cost. 
Currently  not  relevant  to  the  municipality  as  the 
nature  of  services  rendered  by  the  municipolity 
are  not  for  the  generotion  of  a commercial 
return. 

No  significant  impact  expected  os 
notwithstanding  classification  chonges,  the 
financial  impact  of  this  standard  being  applied  is 
expected  to  be  limited. 


2.2  Standards  and  interpretations  issued,  but  not  yet  effective 


The  municipality  has  not  applied  the  following  stondards  and  interpretations,  which  have  been  published  and  are 
mandotory  for  the  municipality's  accounting  periods  beginning  on  or  otter  01  July  201 3 or  later  periods: 


Standard/  interpretation: 


GRAP  18:  Segment  Reporting 


Effective  date: 
Years  beginning 
on  or  after 

01  April  2013 


• GRAP  25:  Employee  benefits  01  April  201 3 


GRAP  105:  Transfers  of  functions  01 
between  entities  under  common 
control 

GRAP  106:  Transfers  of  functions  01 
between  entities  not  under 
common  control 


April  2014 
April  2014 


Expected  impact: 


Unlikely  to  be  significant  as  the  effect  is  on 
presentation  only. 

This  standord  prescribes  similor  requirements 
to  those  in  terms  of  IAS  1 9:  Employee  Benefits. 
Since  IAS  19  has  been  applied  in  developing 
the  current  accounting  policy,  no  significant 
impact  on  the  financial  statements  of  the 
Municipality  is  expected. 

Currently  not  relevant  to  the  municipality  due 
to  the  municipality  rarely  enters  into  such 
transactions. 

Currently  not  relevant  to  the  municipality  os  it 
is  unlikely  thot  the  municipality  will  enter  into 
any  such  tronsactions  in  the  foreseeable 
furture. 
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2. 


New  standards  and  interpretations  (continued) 

• GRAP  107:  Mergers  01  April  2014 


GRAP  20:  Related  parties 

IGRAP  1 1 : Consolidation  - Special 

purpose  entities 

IGRAP  12:  Jointly  controlled  entities 
- Non-monetary  contributions  by 
ventures 

GRAP  6 (os  revised  2010): 

Consolidated  and  Separate 

Financial  Statements 

GRAP  7 (as  revised  2010): 

Investments  in  Associates 

GRAP  8 (as  revised  2010):  Interests 

in  Joint  Ventures 

GRAP  1 (as  revised  2012): 

Presentation  of  Financial 

Statements 

GRAP  3 (as  revised  2012): 

Accounting  Policies,  Change  in 
Accounting  Estimotes  and  Errors 
GRAP  7 (as  revised  2012): 

Investments  in  Associates 
GRAP  9 (as  revised  2012):  Revenue 
from  Exchange  Tronsactions 
GRAP  12  (as  revised  2012): 

Inventories 

GRAP  13  (as  revised  2012):  Leases 
GRAP  16  (as  revised  2012): 

Investment  Property 


01  April  2013 
01  April  2014 


01  April 


2014 


01  April 


2014 


01  April 
01  April 
01  April 


2014 

2014 

2013 


01  April 


2013 


01  April 

01  April 

01  April 

01  April 
01  April 


2013 

2013 

2013 

2013 

2013 


GRAP  17  (as  revised  2012):  Property, 
Plant  and  Equipment 
GRAP  27  (as  revised  2012): 
Agriculture  (Reploces  GRAP  101) 
GRAP  31  (as  revised  2012): 
Intangible  Assets  (Replaces  GRAP 
102) 

IGRAP16:  Intongible  assets  website 
costs 

IGRAP  1 (as  revised  2012):Applying 
the  probability  test  on  initial 
recognition  of  revenue 


01  April 
01  April 
01  April 


2013 

2013 

2013 


01  April  2013 
01  April  2013 


Currently  not  relevant  to  the  municipality  as 
this  standard  deals  with  requirements  for 
accounting  for  a merger  between  two  or 
more  entities,  and  is  unlikely  to  have  on 
impact  on  the  financial  statements  of  the 
Municipality  in  the  foreseeable  future 
No  significant  impact  is  expected. 

Currently  not  relevant  to  the  municipality. 

Currently  not  relevant  to  the  municipality. 


Unlikely  to  have  significant  impoct. 


Currently  not  relevant  to  the  municipality. 
Currently  not  relevant  to  the  municipality. 
No  material  impact  expected. 


No  material  impact  expected. 


Currently  not  applicable  to  the  municipality. 

No  material  impact  expected. 

No  material  impact  expected. 

No  material  impact  expected. 

Currently  not  applicable  to  the  municipality  os 
the  municipolity  does  not  hold  nor  anticipate 
to  hold  in  the  foreseeoble  future  such 
property. 

No  material  impact  expected. 

Currently  not  applicable  to  the  municipality. 
No  material  impact  expected. 


No  material  impact  expected. 
No  material  impact  expected. 
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2013 

2012 

R 

R 

3.  Inventories 

Consumoble  and  maintenonce  materials 

6 973  930 

5 861  438 

Water 

295  241 

260  679 

7 269  171 

6 122  117 

Inventories  recognised  as  an  expense  during  the  yeor 

2 814  282 

4 063  182 

Inventory  pledged  as  security 

No  inventory  wos  pledged  as  security. 

4.  Accounts  receivable  from  exchange  transactions 

Consumer  debtors  - Gross  balances 

Water 

39  659  143 

32  556  067 

Sanitotion 

4 539  919 

3 568  413 

Solid  waste 

2 290  398 

2 010  600 

46  489  460 

38  135  080 

Less:  Allowance  for  impairment 

Water 

(25  743  019) 

(21  595  886) 

Sanitotion 

(3  291  324) 

(2  674  973) 

Solid  Waste 

(403  467) 

(1  005  961) 

(29  437  810) 

(25  276  820) 

Net  balance 

Water 

13  916 124 

10  960  181 

Sanitotion 

1 248  595 

893  440 

Solid  woste 

1 886  931 

1 004  639 

17  051  650 

12  858  260 

Summary  of  debtors  by  service  type 

Water 

Current  (0  -30  days) 

6 598  266 

5 592  734 

31-60  days 

2 943  760 

3 304  459 

61-90  days 

1 210218 

788  897 

91  - 120  days 

951  878 

1 405  836 

> 121  days 

27  955  021 

21  464  140 

Less:  Allowance  for  impairment 

(25  743  019) 

(21  595  885) 

13  916  124 

10  960  181 

Sanitation 

Current  (0  -30  days) 

425  332 

318  586 

31-60  days 

265  915 

200  751 

61-90  days 

1 54  537 

1 39  1 90 

91  - 120  days 

1 44  800 

145  716 

> 121  days 

3 549  337 

2 764  1 70 

Less:  Allowance  for  impairment 

(3  291  326) 

(2  674  973) 

1 248  595 

893  440 
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2013 

R 


2012 

R 


4.  Accounts  receivable  from  exchange  transactions  (continued) 


Solid  waste 


Current  (0  -30  days) 

1 417  629 

935  732 

31-60  days 

557  798 

429  504 

61-90  days 

9 658 

1 1 7 059 

91  - 120  days 

57  757 

1 54  1 40 

> 121  days 

247  556 

374  1 65 

Less:  Allowance  for  impairment 

(403  467) 

(1  005  961) 

Summary  of  debtors  by  customer  classification 

1 886  931 

1 004  639 

Domestic  Consumers 

Current  (0  -30  days) 

4 385  1 1 4 

3 515  744 

31-60  days 

2 030  530 

1 936  377 

61-90  days 

1 045  722 

718  936 

91  - 120  days 

682  429 

1 130  351 

> 121  days 

27  354  489 

21  381  944 

35  498  284 

28  683  352 

Less:  Allowance  for  impairment 

(29  034  344) 

(23  974  016) 

6 463  940 

4 709  336 

Industrial/Commercial 

Current  (0  -30  days) 

2 1 83  773 

1 680  617 

31-60  days 

1 21 1 699 

984  1 59 

61-90  days 

90  560 

231  881 

91  - 120  days 

157  309 

308  707 

> 121  days 

2 542  758 

1 747  954 

6 186  099 

4 953  318 

Less:  Allowance  for  impairment 

(403  467) 

(1  302  804) 

5 782  632  3 650  514 


National  and  Provincial  government 

Current  (0  -30  days) 

1 872  340 

1 650  691 

31-60  days 

525  243 

1 014  179 

61-90  days 

238  131 

94  330 

91  - 120  days 

186  187 

266  635 

> 121  days 

1 983  1 78 

1 472  576 

4 805  079 

4 498  411 

Total 

Current  (0  -30  days) 

8 441  226 

6 847  051 

31-60  days 

3 767  472 

3 934  715 

61-90  days 

1 374  413 

1 045  1 47 

91  - 120  days 

1 025  924 

1 705  692 

> 121  days 

31  880  425 

24  602  475 

Less:  Allowance  for  impairment 

(29  437  810) 

(25  276  820) 

17  051  650 

12  858  260 
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2013 

R 


2012 

R 


4.  Accounts  receivable  from  exchange  transactions  (continued) 

Reconciliation  of  allowance  for  impairment 

Bolance  at  beginning  of  the  year 
Contributions  to  allowance  for  impairment 
Debt  impairment  written  off  ogainst  allowance 


(25  276  820) 

(4  189  974) 

28  984 


(21  107  842) 

(8  023  573) 

3 854  595 


(29  437  810)  (25  276  820) 


In  the  determination  of  the  amounts  deemed  to  be  impaired  at  financial  year  end,  an  onalysis  of  each  debtor  is 
undertoken.  The  debtors  ore  clossified  into  one  of  three  categories. 

Category  A Regular  payers,  government  accounts,  consumers  with  omounts  owing  not  older  thon  60  days. 
Category  B Irregular  poyers. 

Category  C Indigent  customers,  customers  with  debts  older  than  60  doys  with  no  payments  mode  within 
the  lost  6 months  and  inactive  accounts. 

The  value  of  the  provision  is  determined  for  the  detailed  cotegories  os  follows: 

Category  A 0%  of  consumer's  total  debt 
Category  B 50%  of  consumer's  debt  less  or  equol  to  1 80  days 
1 00%  of  consumer's  debt  > than  1 80  days 
Category  C 1 00%  of  consumer's  total  debt 

Accounts  receivable  from  exchange  transactions 


Consumer  debtors 

17  051  650 

1 2 858  260 

VAT  receivoble 

20  739  529 

10  ill  601 

37  791  179 

22  969  861 

5.  Accounts  receivable  from  non  exchange  transactions 

Deposits 

3 490  212 

3 396  102 

Employee,  councillor  account  transactions 

836  514 

1 165  440 

Grant  & other  debtors 

692  036 

6 996  343 

Investment  interest  accrual 

3 954  455 

4 617  712 

Payments  received  in  odvonce 

659  1 08 

703  695 

uMhlothuze  municipality  - soccer  stodium 

4 869  359 

8 1 76  232 

14  501  684 

25  055  524 

6.  Long  term  receivables 


Stott  recoverable  bursaries  4 483  20  314 

Stott  home  loons  435  665  475  587 


Non  - Current  assets 


440  148  495  901 
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2013 

R 

2012 

R 

6.  Long  term  receivables  (continued] 

Non-current  ossets 

Current  portion  of  long  term  receivables 

440  148 
37  921 

495  901 
34  821 

478  069 

530  722 

Staff  home  loans 

Housing  loons  were  gronted  to  qualifying  stoff  prior  to  1 July  2004.  These  loons  attract  interest  per  the  fringe 
benefit  interest  rote  os  determined  by  the  South  Africon  Revenue  Services  onnuolly.  These  loons  will  be 
repayable  in  accordance  with  the  home  loon  agreements. 

7.  Cash  and  cash  equivalents 

Cosh  and  cosh  equivalents  consist  of: 

Cosh  on  hand 

Cosh  book  bolonces 

Coll  Investment  deposits 

3 800 
75  844  691 
370  000  000 

3 800 
86  713  103 
280  000  000 

445  848  491 

366  716  903 

Call  Investment  deposits  portfolio  is  detoiled  below: 


Financial  Institution 

Moturitv  Dote 

Investment 

ABSA 

10/07/2013 

R 20  000  000.00 

ABSA 

26/07/2013 

R 20  000  000.00 

ABSA 

09/09/2013 

R 30  000  000.00 

NEDBANK 

CALL 

R 10  000  000.00 

NEDBANK 

04/07/2013 

R 20  000  000.00 

NEDBANK 

11/07/2013 

R 40  000  000.00 

NEDBANK 

23/07/2013 

R 20  000  000.00 

NEDBANK 

12/08/2013 

R 20  000  000.00 

STANDARD 

02/08/2013 

R 40  000  000.00 

INVESTEC 

24/07/2013 

R 50  000  000.00 

INVESTEC 

08/08/2013 

R 40  000  000.00 

INVESTEC 

12/08/2013 

R 20  000  000.00 

INVESTEC 

22/08/2013 

R 20  000  000.00 

INVESTEC 

11/09/2013 

R 20  000  000.00 

R370  000  000.00 


An  average  interest  rate  of  5.32  % (2012  - 5.646%)  was  received  on  investments  placed  for  the  finoncial  year. 
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7.  Cash  and  cash  equivalents  (continued) 

The  municipality  had  the  tollowing  bank  accounts 


Account  number  / 

Bank  statement  balances 

Cash  book  balances 

description 

30  June  2013 

30  June  2012 

30  June  2011 

30  June  2013 

30  June  2012 

30  June  2011 

R 

R 

R 

R 

R 

R 

NEDBANK  - Primary  Account 
Account  No.  145  408  8885 

1 1 1 534  826 

1 1 2 039  895 

54  994  082 

1 1 1 525  267 

ill  891  301 

54  844  503 

Other  accounts 

NEDBANK  - 

Account  No.  145  408  8893 

4 369  966 

1 91 1 924 

1 545  346 

4 334  015 

1 183  288 

1 230  428 

NEDBANK  - Expense  Account 
Account  No.  145  408  9016 

- 

- 

- 

(40  288  110) 

(26  725  522) 

(1 1 076  727) 

NEDBANK  - 

Account  No.  145  408  8907 

14  760 

103  302 

95  905 

14  760 

102  905 

95  905 

NEDBANK  - 

Account  No.  145  409  4141 

258  759 

343  939 

331  355 

258  759 

261  131 

261  131 

Total 

116  178  311 

114  399  060 

56  966  688 

75  844  691 

86  713  103 

45  355  240 

Detailed  bank  reconciliation's  in  support  of  cosh  book  balances  is  available  for  inspection  ot  the  registered  office 
of  the  municipality. 
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8.  Property,  plant,  equipment 


2013 

2012 

Cost 

Accumulated 

depreciatian 

and 

accumulated 

impairment 

Carrying 

value 

Cost 

Accumulated 

depreciation 

and 

occumulated 

impairment 

Carrying 

value 

Buildings 

45  732  850 

(1  727  555) 

44  005  295 

53  149  498 

(7  541  323) 

45  608  1 75 

Land 

12  474  983 

- 

12  474  983 

12  474  983 

- 

1 2 474  983 

Infrastructure  under  construction 

505  647  853 

- 

505  647  853 

426  385  397 

- 

426  385  397 

Infrastructure 

800  189  965 

(209  742  269) 

590  447  696 

713  086  975 

(166  364  975) 

546  722  000 

Other  assets  - assets  under  construction 

5 411  503 

- 

5 411  503 

2 350  774 

- 

2 350  774 

Other  ossets 

39  622  823 

(23  358  854) 

16  263  969 

30  063  347 

(13  196  560) 

1 6 866  787 

Total 

1 409  079  977 

(234  828  678)1  174  251  299 

1 237  510  974 

(187  102  858)1  050  408  116 

Reconciliation  of  property,  piant,  equipment  - 2013 


Buildings 

Opening 

bolance 

45  608  1 75 

Additions 

1 24  675 

Disposols 

Tronsfers 

Newly 
identified 
assets  at  foir 
value 

Depreciotion 

(1  727  555) 

Impairment 

loss 

Impairment 

reversal 

Total 

44  005 

295 

Land 

1 2 474  983 

- 

- 

- 

- 

- 

- 

- 

12  474 

983 

Infrastructure  under  constructicn 

426  385  397 

167310  671 

- 

(88  048  215) 

- 

- 

- 

- 

505  647 

853 

Infrastructure 

546  722  000 

- 

(78  809) 

88  263  869 

- 

(32  227  597) 

(12  832  675) 

600  908 

590  447 

696 

Other  assets  - assets  under  construction 

2 350  774 

3 276  383 

- 

(215  654) 

- 

- 

- 

- 

5411 

503 

Other  assets 

1 6 866  787 

2 873  163 

(186216) 

- 

523  775 

(3  779  770) 

(33  770) 

- 

16  263 

969 

1 050  408  116  173  584  892 

(265  025) 

- 

523  775  (37  734  922)  (1 2 866  445) 

600  908  1 174  251  299 
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8.  Property,  plant,  equipment  (continued) 
Reconciliation  of  property,  plant  and  equipment  - 2012 


Opening 

Additions 

Disposols 

Tronsfers 

Reclassification 

Depreciotion 

Impoirment 

Impairment 

Totol 

Buildings 

balonce 

46  349  123 

975  882 

. 

. 

. 

(1  716  830) 

loss 

reversol 

45  608  1 75 

Land 

1 2 474  983 

- 

- 

- 

- 

- 

- 

- 

12  474  983 

Infrastructure  in  construction 

302  466  888 

196  954  815 

- 

(76  847  495) 

3811 

189 

- 

- 

- 

426  385  397 

Infrastructure 

499  773  485 

221  189 

- 

76  847  495 

- 

(30  683  861) 

- 

563  692 

546  722  000 

Other  assets  - assets  under 

5 002  007 

1 159  956 

- 

- 

(3  811 

189) 

- 

- 

- 

2 350  774 

construction 

Other  assets 

1 9 049  892 

2 457  671 

(593  823) 

- 

- 

(3  889  776) 

(157  177) 

- 

1 6 866  787 

885  116  378 

201  769  513 

(593  823) 

- 

- 

(36  290  467) 

(157  177) 

563  692 

1 050  408  116 

A register  containing  the  information  required  by  section  63  of  the  Municipal  Finance  Management  Act  (No.  56  of 
2003)  is  available  for  inspection  at  the  registered  office  of  the  municipality. 

No  assets  have  been  pledged  os  security  nor  have  any  restrictions  been  placed  on  any  assets  under  the  control 
of  the  municipality. 
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9.  Intangible  assets 


2013 

2012 

Cost 

Accumulated 

amortisation 

ond 

accumulated 

impairment 

Carrying 

value 

Cost 

Accumulated 

amortisotion 

and 

occumulated 

impairment 

Carrying 

value 

Computer  software  and  other 

2 842  062  (1  765  029)  1 077  033 

2 749  263 

(1  272  579) 

1 476  684 

Reconciliation  of  intangible  assets  - 2013 

Opening 

Additions 

Amortisation 

Total 

Computer  software  & other 

balance 

1 476  684 

92  800 

(492  451) 

1 077  033 

Reconciliation  of  intangible  assets  - 2012 

Opening 

Additions 

Amortisation 

Total 

Computer  software  & other 

balance 

1 975  850 

159  712 

(658  878) 

1 476  684 

Other  information 

A register  containing  the  informotion  required  by  section  63  of  the  Municipal  Finance  Management  Act  (No.  56  of 
2003)  is  availoble  for  inspection  at  the  registered  office  of  the  municipality. 

No  intangible  assets  have  been  pledged  as  security  nor  have  any  restrictions  been  placed  on  any  intangible 
assets  under  the  control  of  the  municipolity. 
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2013 

R 


2012 

R 


10.  Investments  in  municipal  entities 


% 

% 

Carrying 

Carrying 

holding 

holding 

amount 

amount 

2013 

2012 

uThungulu  Financing  Partnership 

99,00  % 

99,00  % 

1 9 307  087 

1 9 498  698 

uThungulu  ttouse  Development 

100,00  % 

100,00  % 

5 365  733 

5 708  098 

Trust 

24  672  820  25  206  796 


The  carrying  amounts  of  municipal  entities  are  shown  net  of  impairment  losses. 


11.  Investments 
Non-current  assets 

At  amortised  cost  - 21  000  000 


An  investment  was  placed  with  ABSA  on  1 5 July  201 1 at  an  interest  rote  of  8.70%.  The  investment  was  recoiled  on 
2 January  201 3 to  settle  the  Zero  coupon  held  by  INCA.  Refer  to  note  1 2 
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2013 

R 


2012 

R 


12.  Long  term  liabilities 
Held  at  amortised  cost 


ABSABank  12.6% 

The  loan  was  raised  originally  for  the  development  of  Uthungulu  House 
building  ond  greater  Mthonjaneni  Bulk  Woter  Scheme.  Subsequently 
infrastructure  for  the  londfill  site  ond  sewer  treatment  plonts  were 
constructed  therefrom.  The  original  loan  is  repayable  after  a 15  year 
period  (remaining  period  1 1 yeors).  Interest  at  12.6%  is  payable  6 monthly 
in  arreors  on  the  last  doy  of  the  month. 

40  391  568 

42  032  370 

INCA  13.95% 

The  loan  was  roised  to  finonce  the  purchase  and  development  of  the 
Regional  Solid  Waste  Site.  The  loan  was  settled  on  3 Jonuary  2013. 

21  000  000 

INCA  11.95% 

The  loan  was  roised  to  finance  extensions  to  Uthungulu  House  and  the 
development  of  the  Regional  Solid  Waste  Site  cell  2.  The  original  loon  is 
repayable  after  o 15  year  period ( remaining  period  10  years).  Interest  at 

1 1 .95%  is  payoble  6 monthly  in  orrears  on  the  lost  day  of  the  month. 

25  060  631 

26314518 

Obligation  under  Finance  Heodleose 

The  finance  headlease  payments  represent  payments  by  the 
municipality  for  a heodleose  property  in  which  the  municipality  hos  a 
controlling  interest  of  the  end  of  the  lease  through  Uthungulu  Financing 
Partnership  and  consists  of  o lease  over  Portion  2 of  ERF  10033  Richards 

Boy,  2 Haiti,  Control  Business  District,  known  os  Uthungulu  House.  The 
original  lease  period  expires  on  31  October  2017,  ownership  of  the 
property  will  vest  with  Uthungulu  on  the  terminotion  of  the  lease.  The  yield 
to  maturity  on  the  lease  is  23.81%  and  is  paid  6 monthly  in  advance  on 
the  lost  day  of  the  month. 

24016  912 

24  564  331 

Long  term  liabilities 

Refer  to  appendix  A for  more  information. 

89  469  1 1 1 

113  911  219 

Non-current  liabilities 

At  amortised  cost 

78  874  001 

104  584  204 

Current  liabilities 

At  amortised  cost 

10595  110 

9 327  015 
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2013  2012 

R R 


13.  Payables  from  exchange  transactions 

1 03  653  393  1 03  1 1 3 405 

2 635  016  2 555  164 

24  247  760  15  888  281 

5 847  669  5 375  012 

25  763  25  268 

136  409  601  126  957  130 

The  comparative  figure  for  poyables  from  exchange  tronsoctions  has  been  re-stated  by  an  omount  of  R1  475  436. 
Refer  to  note  39 


14.  Consumer  deposits 

Water  9 113  835  8 229  262 

In  terms  of  Council's  by-lows  no  interest  is  raised  or  poid  on  consumer  deposits. 


Trade  payables 
Amounts  received  in  advance 
Retention  payobles 
Accrued  leove  pay 
Employee  payable  transactions 
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2013 

R 


2012 

R 


15.  Defined  benefit  obligations 


Post-employment  health  care  benefit  liability 
Long  service  awards 


1 5 666  000  1 0 584  545 

2 798  000  3 596  390 


Total  amount  of  liability  for  post  retirement  benefit  provisions 

Less  current  portion  of  post-employment  heolth  core  benefit  liability 
Less  current  portion  of  long  service  owords 


18  464  000  14  180  935 

(435  000)  (757  672) 


(90  000) 

(62  340) 

(345  000) 

(695  332) 

Net  provision  for  post  retirement  benefit  liability 


18  029  000 


13  423  263 


15.1  Post- Employment  Health  Care  Benefit  Liability 


Post-Employee  health  core  benefit  liability 


1 5 666  000 


1 0 584  545 


Total:  Post  Retirement  Medical  Aid  Benefit  Liobility 
Less:  Tronsferto  current  provisions 


1 5 666  000 
(90  000) 


1 0 584  545 
(62  340) 


Net  Post-Employment  Health  Core  Benefit  Liability 


1 5 576  000 


1 0 522  205 


The  Municipality  provides  certain  post  retirement  medical  benefits  by  funding  the  medical  aid  contributions  of 
certoin  retired  members  of  the  Municipolity.  According  to  the  rules  of  the  medicol  oid  funds,  with  which  the 
municipality  is  associated,  o member  (who  is  on  the  current  condition  of  service),  on  retirement,  is  entitled  to 
remain  o continued  member  of  such  medicol  aid  fund,  in  which  cose  the  municipality  is  liable  for  o certoin 
portion  of  the  medicol  aid  membership  fee. 

The  most  recent  actuarial  valuations  of  plan  assets  and  the  present  volue  of  the  unfunded  defined  benefit 
obligation  were  carried  out  os  at  30  June  2013  by  ZAQ  Consultants  and  Actuaries,  o member  of  the  Actuoriol 
Society  of  South  Africa.  The  present  value  of  the  defined  benefit  obligation,  and  the  related  current  service  cost 
and  post  service  cost,  were  measured  using  the  Projected  Unit  Credit  Method.  No  other  post  retirement  benefits 
ore  provided  by  the  municipality. 

The  Post  Employment  Health  Core  Benefit  Plan  is  o defined  benefit  plan,  of  which  the  members  ore  mode  up  os 
follows: 


In-service  members  (Employees)  143  149 

In-service  non-members  - 40 

Continuation  members  (Retirees,  widowers  and  orphans)  2 2 


145  191 
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15.  Defined  benefit  obiigations  (continued) 

The  liability  in  respect  of  past  service  has  been  estimated  to  be  as  follows: 


In-service  members 
Continuation  members 


1 4 889  000 
777  000 

15  666  000 


9 594  496 
990  049 

10  584  545 


The  municipality  mokes  monthly  contributions  for  health  care  arrongements  to  the  following  medical  old 
schemes: 

- Bonitas 

- Key  Heolth 

- LA  Heolth 

- Hosmed 

- Somwumed 

The  future  service  cost  for  the  ensuing  yeor  is  estoblished  to  be  R 1 564  000,  whereos  the  interest-cost  for  the  next 
year  is  estimated  to  be  R 1 294  000  (2012:  R 1 063  967  ond  R 887  391  respectively). 


The  principal  assumptions  used  for  the  purposes  of  the  octuoriol  valuations  were  os  follows: 
Rote  of  interest 


Discount  rote 

Health  core  cost  inflation  rote 

Net  effective  discount  rote 

Benchmark  inflation  (=  75%  of  solory  inflation) 

Expected  retirement  age  - femoles 

Expected  retirement  age  - moles 

7,89  % 

7.14  % 

0,70  % 

6.14  % 

58 

63 

8,41  % 
7,08  % 
1,24  % 
4,75  % 
58 
63 

The  amounts  recognised  in  the  Stotement  of  Finonciol  Position  ore  os 
follows: 

Present  value  of  fund  obligations 

1 5 666  000 

1 0 584  545 

1 5 666  000 

1 0 584  545 

Present  value  of  unfunded  obligations 

15  666  000 

1 0 584  545 

Benefit  Liobility 

15  666  000 

1 0 584  545 

The  amounts  recognised  in  the  Statement  of  Finonciol  Performance  ore  os  follows: 
Current  service  cost 

Interest  cost 

Actuoriol  (goin)/loss 

1 064  000 

887  400 

3 1 85  055 

1 1 1 1 284 
870  570 
(1  205  392) 

Total  included  in  employee  related  cost 

5 136  455 

776  462 
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15.  Defined  benefit  obiigations  (continued) 

Balance  at  beginning  of  year 

1 0 584  545 

9 863  739 

- Current  service  cost 

1 064  000 

1 1 1 1 284 

- Interest  cost 

887  400 

870  570 

- Benefits  paid 

(55  000) 

(55  656) 

- Actuoriol  (goin)/loss  on  the  obligotion 

3 1 85  055 

(1  205  392) 

Balance  at  end  of  year 

1 5 666  000 

1 0 584  545 

The  effect  of  o 1 % movement  in  the  assumed  rote  of  heolth  core  cost  inflation  is  os  follows: 

increase 

Effect  on  the  oggregote  current  service  and  interest  cost 

305  000 

439  000 

Effect  on  the  defined  benefit  obligotion 

1 687  000 

1 552  000 

Decrease 

Effect  on  the  oggregote  current  service  and  interest  cost 

(374  000) 

(344  500) 

Effect  on  the  defined  benefit  obligation 

(2  006  000) 

(1  352  000) 

Defined  benefit  obligation 

15  666  000 

1 0 584  545 

The  municipality  expects  to  moke  a contribution  of  R 90  000,  (2013:  R 62  340)  to  the  defined  benefit  plans  during 
the  next  financial  year. 

1 5.2  Long  Service  Awards 


Provision  for  Long  Service  Awards  2 798  000  3 596  390 

Total  Provision  for  Long  Service  Awards  2 798  000  3 596  390 

Less:  Tronsfer  to  current  provisions  (345  000)  (695  332) 

Net  Long  Service  Awards  Liability  2 453  000  2 901058 


A long-service  award  is  gronted  to  municipal  employees  otter  the  completion  of  fixed  periods  of  continuous 
service  with  the  Municipolity  which  includes  their  uninterrupted  service  with  the  former  local  authorities 
amalgamated  in  December  2000.  The  said  award  comprises  o certain  number  of  vocotion  leave  days  which,  in 
accordance  with  the  option  exercised  by  the  beneficiory  employee,  con  be  converted  into  o cosh  amount 
based  on  his/her  basic  salary  applicable  ot  the  time  the  award  becomes  due  or,  olternotively,  credited  to  his/her 
vocation  leove  accrual.  The  provision  represents  on  estimation  of  the  owords  to  which  employees  in  the  service 
of  the  Municipality  at  30  June  2013  may  become  entitled  to  in  future,  bosed  on  on  octuoriol  voluotion  performed 
at  thot  dote. 

The  most  recent  actuarial  valuations  of  plan  assets  ond  the  present  volue  of  the  unfunded  defined  benefit 
obligation  were  carried  out  os  ot  30  June  2013  by  ZAQ  Consultonts  ond  Actuories,  o member  of  the  Actuoriol 
Society  of  South  Africa.  The  present  value  of  the  defined  benefit  obligation,  and  the  reloted  current  service  cost 
and  post  service  cost,  were  measured  using  the  Projected  Unit  Credit  Method.  No  other  long  service  benefits  ore 
provided  by  the  municipality. 

The  future  service  cost  for  the  ensuing  year  is  estoblished  to  be  R 332  000  , whereas  the  interest-cost  for  the  next 
year  is  estimoted  to  be  R 206  000  (2012:  R 772  680  and  R 202  053  respectively). 
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15.  Defined  benefit  obiigations  (continued) 

The  principal  ossumptions  used  for  the  purposes  of  the  actuarial  valuations  were  as  follows: 

Rate  of  interest 

Discount  rate 

7,40  % 

6,21  % 

Net  effective  discount  rate 

0,69  % 

0,23  % 

Expected  rate  of  salary  increose 

6,66  % 

5,97  % 

Expected  retirement  oge  - females 

58 

58 

Expected  retirement  oge  - males 

The  amounts  recognised  in  the  Stotement  of  Finonciol  Position  are  as 
follows: 

63 

63 

Present  value  of  fund  obligations 

2 798  000 

3 596  390 

2 798  000 

3 596  390 

Present  value  of  unfunded  obligations 

2 798  000 

3 596  390 

Benefit  Liobility 

2 798  000 

3 596  390 

The  amounts  recognised  in  the  Statement  of  Finonciol  Performance  ore  os  follows: 
Current  service  cost 

772  680 

859  937 

Interest  cost 

202  053 

246  604 

Actuoriol  (gain)  / losses 

(1  421  123) 

(452  550) 

Total  included  in  employee  related  costs 

(446  390) 

653  991 

The  movement  in  the  defined  benefit  obligation  over  the  year  is  os  follows: 

Balance  at  beginning  of  year 

3 596  390 

3 561  001 

- Current  service  cost 

772  680 

859  937 

- Interest  cost 

202  053 

246  604 

- Benefits  paid 

(352  000) 

(618  602) 

- Actuarial  (goin)/loss  on  the  obligotion 

(1  421  123) 

(452  550) 

Bolonce  at  end  of  year 

2 798  000 

3 596  390 

Defined  benefit  obligation 

2 798  000 

3 596  390 

Experience  odjustments  on  plan  liabilities 

(684  082) 
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15.  Defined  benefit  obiigations  (continued) 

Other  assumptions 

The  effect  of  a 1%  movement  in  the  assumed  rate  of  long  service  cost  inflation  is  as  follows: 


Increase 


Effect  on  the  oggregote  of  the  service  cost  and  interest  cost 

56  000 

47  613 

Effect  on  the  defined  benefit  obligation 

238  000 

1 95  000 

Decrease 

Effect  on  the  oggregote  of  the  service  cost  and  interest  cost 

(50  000) 

(42  948) 

Effect  on  the  defined  benefit  obligation 

(212  000) 

(175  000) 

Defined  benefit  obligotion 

2 798  000 

3 596  390 

The  municipality  expects  to  make  a contribution  of  R 345  000  (2013:  R 695  332)  to  the  defined  benefit  plan  during 
the  next  financial  year. 


Defined  benefits  obligations 


Lost  Actuarial 

Total  Assets 

Totol  Liabilities 

Net 

Voluotion 

R'OOO 

R'OOO 

Gain/(Loss) 

Government  Employees  Pension  Fund 

March  2010 

801  004  000 

801  004  000 

- 

KwoZulu-Notol  Joint  Municipal  Provident  Fund 

March  2012 

1 288  291 

1 255  238 

33  053 

Natal  Joint  Municipal  Pension  Fund 

March  2012 

6 538  900 

6 808  900 

(270  000) 

(Superannuation) 

Natal  Joint  Municipol  Pension  Fund  (Retirement) 

March  2012 

2 415  500 

2 667  000 

(251  500) 

Zululond  Joint  Provident  Fund  (uThungulu  District 
Municipality  Provident  Fund) 

Februory  2009 

12  541  836 

12  541  836 

" 

An  omount  of  R 9 925  892  (2012:  R 8 018  765)  was  contributed  by  Council  towards  employee  retirement  funding. 
These  contributions  hove  been  expensed.  The  Zululond  Joint  Provident  Fund  has  received  o notice  of  exemption 
for  further  valuations  per  notice  number  12/8/37666. 
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1 6.  Unspent  conditional  grants  and  receipts 
Unspent  conditional  grants  and  receipts  comprises  of: 


Conditionai  Grants  from  spheres  of  Governmenf  and  ofher 


Department  of  Co-operative  Governance  and  Traditional  Affairs 
(Previously  DTLGA) 

9 080  327 

10  980  879 

Department  of  Water  Affoirs 

917  526 

1 826  455 

Department  of  Go-operative  Governance  and  Traditional  Affoirs 

14  723  666 

7 861  281 

Department  of  Public  Works 

5 147 158 

3 025  661 

National  Treosury 

- 

500  942 

Public  donors 

1 80  1 86 

186 

Provinciol  Treosury 

280  1 96 

280  1 96 

Department  of  Sport  and  Recreotion 

277  613 

3813 

Department  of  Transport 

1 427  737 

1 591  846 

Department  of  Economic  Affairs  and  Tourism 

1 1 841 

11  842 

Department  of  Agriculture 

1 77  708 

1 77  708 

Other- EU 

236  493 

238  865 

32  460  451  26  499  674 


The  comparative  figure  for  unspent  conditional  grants  and  receipts  (municipal  infrastructure  grant)  has  been  re- 
stated by  on  amount  of  R 47  749  291  being  vat  transferred  to  own  revenue  per  National  Treasury's  circular  58  . 
Refer  to  note  20  and  39 
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1 7.  Provisions 

Reconciliation  of  provisions  - 2013 

Reclamation  of  refuse  landfill  site 
Performance  bonus 

Current  portion  of  reclomotion  of  refuse 
landfill  site 

Opening 

Bolonce 

69  415  033 
751  981 

Additions 

4 095  485 
814  554 

Utilised  during 
the  year 

(275  540) 
(705  612) 

Transfer  of 
current 
portion 
(15  629  871) 

15  629  871 

Totol 

57  605  107 

860  923 

15  629  871 

70  167  014 

4 910  039 

(981  152) 

- 

74  095  901 

Reconciliation  of  provisions  - 2012 

Opening 

Additions 

Utilised  during 

Reversed 

Totol 

Reclamation  of  refuse  landfill  site 

Bolonce 

65  117  292 

4 297  741 

the  year 

during  the 
year 

69  415  033 

Performance  bonus 

768  503 

751  980 

(180  000) 

(588  502) 

751  981 

65  885  795 

5 049  721 

(180  000) 

(588  502) 

70  167  014 

Non-current  liobilities 

Current  liabilities 

57  605  107 

16  490  794 

69  415  033 
751  981 

Performonce  bonuses  are  paid  after  the  financial  year  end  in  arrears  as  the  assessment  of  eligible  employees 
had  not  token  place  at  reporting  dote.  During  the  2011/2012  financial  yeor  the  assessment  of  the  previous 
Municipal  Monager  and  Executive  Director  Corporate  services  hod  been  concluded  and  provided  for,  however 
the  bonuses  amounting  to  R 293  879  were  paid  in  the  2012/2013  financial  year. 

In  terms  of  licensing  of  the  landfill  refuse  site,  council  will  incur  rehabilitation  costs  of  R 73.5  million  to  restore  the 
old  Empangeni  ond  Cell  1 refuse  sites  at  the  end  of  their  useful  lives.  Plonning  has  commenced  in  2013.  Provision 
has  been  made  at  best  estimote  determined  by  the  resident  professional  engineer  at  a cost  for  the  current  solid 
waste  (Cell  1 & Cell  2)  ond  the  old  Empangeni  Site. 

18.  Service  charges 


Sole  of  water 

33  304  979 

35  615  614 

Solid  waste  revenue 

1 1 722  007 

8 444  902 

Sanitation  revenue 

4 604  903 

3 740  1 1 5 

Cemetery  revenue 

270  030 

216  751 

19.  Interest  received 

49  901  919 

48  017  382 

Interest  revenue 

Outstanding  debtors 

34  243 

39  573 

External  investments 

27  1 1 3 1 68 

26  998  106 

27  147  411 

27  037  679 
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20.  Government  grants  and  subsidies 


Operating  grants 


Levy  Replacement  Grant 

165  913  000 

152  214  492 

Municipol  Infrastructure  Grant 

189  155  078 

212  768  744 

Equitable  shore 

1 62  849  000 

146  963  509 

Department  of  Go-operative  Governance  and  Traditional  Affoirs 
(previously  DTLGA) 

1 900  553 

1 900  892 

Department  of  Water  Affoirs 

42  071  839 

34  553  187 

Department  of  Co-operative  Governance  and  Traditional  Affoirs 

3 037  614 

1 967  109 

Department  of  Public  Works 

1 833  503 

1 145  732 

Notional  Treosury 

1 470  942 

1 029  277 

Public  donors 

59  750 

- 

Provinciol  Treasury 

- 

940  638 

Department  of  Transport 

1 940  109 

409  924 

Department  of  Economic  Affoirs  and  Tourism 

570  231  388 

32  015 

553  925  519 

Summary  of  grants  per  funder 
Levy  Repiacement  Grant 

Regional  council  levies  have  been  discontinued  as  from  30  June  2006,  and  the  nationol  fiscus  has  allocated  a 
levy  replacement  grant  to  the  district  municipalities.  The  levy  replacement  grant  is  an  interim  measure  to  ensure 
the  finoncial  stability  of  the  district  municipalities  while  Notional  government  is  currently  defining  the  overall  fiscus 
streams  to  local  government. 


Municipal  Infrastructure  Grant 


Balance  unspent  ot  beginning  of  yeor 

Current-yeor  receipts 

Conditions  met  - transferred  to  revenue 

Mig  debtor  receipt 

Vat  tronsferred  to  own  revenue 


1 95  223  000 
(173  002  414) 
(6  339  439) 
(15  881  147) 


45  496  307 
1 60  933  000 
(185  737  878) 

(20  691  429) 


This  grant  is  used  to  construct  water  and  sewerage  infrastructure  as  port  of  the  upgrading  of  informal  settlement 
areas.  In  line  with  National  Treasury's  circular  58,  vat  transferred  to  own  revenue  amounted  to  R 15  881  147  in  the 
current  year,  R 20  691  429  for  201 1/2012  ond  R 27  057  862  for  the  previous  financial  years. 

No  funds  have  been  withheld. 


Equitable  Share 

In  terms  of  the  Constitution,  this  grant  is  unconditional  ond  is  used  to  subsidise  the  provision  of  basic  services  to  the 
community.  These  subsidies  includes  6 kilolitre  free  basic  woter  to  the  entire  district  with  the  exception  of  KZ  282. 


Department  of  Co-operative  Governance  and  Traditional  Affairs  (Previously  DTLGA) 


Bolance  unspent  ot  beginning  of  yeor 
Conditions  met  - transferred  to  revenue 

9 080  327  10  980  879 


10  980  879  12  881771 

(1900  552)  (1900  892) 
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20.  Government  grants  and  subsidies  (continued] 

Conditions  still  to  be  met  - remoin  liabilities  (see  note  1 6) 

These  grants  are  used: 

- to  build  capacity  within  the  district  in  order  to  perform  functions  as  per  legisloture; 

- for  disaster  progrommes,  fire  fighting  equipment,  water  service  delivery  plonning,  shared  services  unit 
and  infrostructure. 


Department  of  Water  Affairs 


Balance  unspent  ot  beginning  of  year 

1 826  455 

942  042 

Current-yeor  receipts 

40  944  885 

35  437  600 

Conditions  met  - transferred  to  revenue 

(41  853  814) 

(34  553  187) 

Conditions  still  to  be  met  - remoin  liabilities  (see  note  1 6) 

These  grants  ore  used  for: 

- woter  infrastructure  and  sanitation  projects; 

- drought  relief  and  disaster  relief  programmes 

917  526 

1 826  455 

Department  of  Co-operative  Governance  and  Traditional  Affairs 

Bolonce  unspent  ot  beginning  of  yeor 

7 861  281 

861  867 

Current-yeor  receipts 

9 900  000 

8 966  523 

Conditions  met  - transferred  to  revenue 

(3  037  615) 

(1  967  109) 

14  723  666 

7 861  281 

Conditions  still  to  be  met  - remain  liabilities  (see  note  1 6) 

The  Department  of  Co-operative  Governance  ond  Traditional  Affoirs  grants  ore  used  to  build  copocity  within  the 
district  in  order  to  perform  functions  os  per  legislature. 

Department  of  Pubiic  Works  Grants 


Bolonce  unspent  ot  beginning  of  yeor  3 025  661  1595  272 

Current-yeor  receipts  3 955  000  2 444  000 

Conditions  met  - transferred  to  revenue  (1833  503)  (1  145  732) 

Other -CPWP  - 132  121 


5 147  158  3 025  661 


Conditions  still  to  be  met  - remoin  liabilities  (see  note  1 6) 

This  grant  is  used  to  construct  woter  and  sewerage  infrastructure  os  port  of  the  upgrading  of  informal  settlement 
areas.  No  funds  hove  been  withheld. 
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20.  Government  grants  and  subsidies  (continued] 

Nationai  Treasury 

500  942  280  219 

1 250  000  1 250  000 

(1470  942)  (1029  277) 

(280  000) 


Balance  unspent  at  beginning  of  yeor 
Current-yeor  receipts 
Conditions  met  - transferred  to  revenue 
Transferred  to  EQS  & LRG 


500  942 


Conditions  still  to  be  met  - remoin  liabilities  (see  note  1 6) 

National  Treosury  other  grants  are  used  for: 

- the  promotion  and  support  of  reforms  to  municipal  finonciol  monogement;  and 

- the  implementation  of  the  Municipal  Finance  Monogement  Act  (Act  no.  56  of  2003). 

The  allocation  from  the  funder  was  reduced  by  on  amount  of  R 280  000  through  o set  off  ogoinst  the  Levy 
replocement  and  Equitable  shore  tronche  in  2012/2013.  This  pertained  to  the  unspent  allocation  from  2010/201 1 
finonciol  year. 

Public  donors 

Balance  unspent  ot  beginning  of  yeor 
Current-yeor  receipts 
Conditions  met  - transferred  to  revenue 

180  186  186 


186  186 
239  750 
(59  750) 


Conditions  still  to  be  met  - remain  liabilities  (see  note  1 6) 

The  grant  received  of  R160  000  from  Foskor  is  to  partner  with  the  district  municipality  in  the  fight  against  FIIV  and 
Aids,  the  grant  received  of  R50  000  from  BMP  Billiton  and  R 20  000  from  Bell  equipment  was  for  corporate  social 
investment  progrommers,  while  the  grant  received  of  R 9 750  from  Eyethu  engineering  was  for  the  ossistonce  of 
bursary  applications. 

Provincial  Treasury 

Balance  unspent  ot  beginning  of  yeor 
Conditions  met  - transferred  to  revenue 

280  196  280  196 


280  1 96  1 220  833 

(940  637) 


Conditions  still  to  be  met  - remoin  liabilities  (see  note  1 6) 

The  grant  received  from  Provincial  Treasury  is  used  for  the  upliftment  of  the  district's  communities  through  vorious 
programmes. 

Department  of  Sports  and  Recreation 

Balance  unspent  at  beginning  of  year 
Current-yeor  receipts 

277  613  3 813 


3813 
273  800 


3813 
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20.  Government  grants  and  subsidies  (continued] 


Conditions  still  to  be  met  - remoin  liabilities  (see  note  1 6) 

The  grant  received  from  the  Department  of  Sport  ond  Recreation  is  used  to  develop  sporting  codes  within  the 
district.  The  grant  is  spent  in  accordance  with  the  opproved  business  plon.  No  funds  hove  been  withheld. 

Department  of  Transport 

Balance  unspent  ot  beginning  of  yeor 
Current-yeor  receipts 
Conditions  met  - transferred  to  revenue 

1 427  737  1 591  846 


1591846  313  770 

1 776  000  1 688  000 

(1940  109)  (409  924) 


Conditions  still  to  be  met  - remain  liabilities  (see  note  1 6) 

The  Deportment  of  Transport  grant  is  used  for  the  development  of  the  public  transport  plan. 

Department  of  Economic  Affairs  and  Tourism 

Balance  unspent  ot  beginning  of  year  1 1 842  43  857 

Conditions  met  - transferred  to  revenue  - (32  015) 

1 1 842  11  842 


Conditions  still  to  be  met  - remain  liabilities  (see  note  1 6) 

The  grant  received  from  the  Department  of  Economic  Affairs  and  Tourism  is  for  the  development  and  promotion 
of  the  district's  local  economy  and  tourism. 

Department  of  Agriculture 

Bolonce  unspent  ot  beginning  of  yeor  177  708  177  708 


Conditions  still  to  be  met  - remain  liabilities  (see  note  1 6) 

The  grant  received  from  the  Department  of  Agriculture  is  for  the  development  of  district  agricultural  projects. 

21.  Other  income 


Sundry  income 

1 674  892 

1 697  259 

Income  from  the  uThungulu  House  Development  Trust 

2 734  504 

2 896  275 

Income  from  uThungulu  Financing  Partnership 

3 355  457 

3 060  734 

Tender  deposits 

231  486 

265  966 

SETA  refund 

1 167  616 

454  212 

Insurance  claim  proceeds 

283  235 

228  408 

Lease  income 

131  364 

99  885 

9 578  554 

8 702  739 
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22.  Employee  related  costs 

Employee  reloted  costs  - solaries  and  wages 

64  026  865 

55  131  305 

Employee  related  costs  - contributions  for  UIF,  pensions  and  medical  aid 

1 4 323  090 

11  672  551 

Travel  and  other  allowances 

7 400  181 

6 235  526 

Overtime  and  relief  poyments 

7 040  423 

1 1 602  892 

ttousing  benefits  and  allowances 

2 418  986 

2 686  516 

Defined  benefits  obligations:  post-employment  health  care  benefit  & 
long  service  awards 

4 283  065 

756  195 

99  492  610 

88  084  985 

Included  in  employee  related  costs  above  are  the  following  salories,  allowances  and  benefits: 

Remuneration  of  Municipal  Manager 

Annual  Remunerotion 

981  689 

216  613 

Cor  Allowance 

333  728 

84  197 

Performance  Bonuses 

1 54  673 

- 

Contributions  to  UIF,  SDL  and  other 

13  524 

16  495 

Dispute  settlement 

- 

1 210  867 

Leave  pay 

- 

1 49  456 

1 483  614 

1 677  628 

The  remuneration  for  the  201 2/2013  financiol  year  pertains  to  the  Municipal  Manager  who  was  oppointed  in  the 
year  under  review  ond  the  performance  bonus  omount  reflected  in  2012/2013  pertains  to  the  previous  Municipal 

Monoger  - refer  to  note  1 7 

Remuneration  of  Deputy  Municipal  Manager  - Planning  & Economic  Deveiopment 

Annual  Remunerotion 

896  040 

797  369 

Cor  Allowance 

364  075 

352  503 

Performance  Bonuses 

1 55  873 

146  939 

Contributions  to  UIF,  SDL  and  other 

15  239 

14  164 

Acting  allowance 

- 

19  276 

Leave  pay 

18  007 

29  708 

1 449  234 

1 359  959 

Remuneration  of  Deputy  Municipal  Manager  - Technical  Services 

Annual  Remunerotion 

1 035  447 

683  880 

Cor  Allowance 

220  876 

166  099 

Performance  Bonuses 

1 1 5 574 

- 

Contributions  to  UIF,  SDL,  pension  & medical  oid 

12  859 

201  759 

Annual  Bonus 

37  272 

33  231 

Leave  pay 

27  345 

- 

1 449  373 

1 084  969 
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22.  Employee  related  costs  (continued) 

Remuneration  of  Deputy  Municipal  Manager  - Corporate  Services 


Annual  Remunerotion 

825  237 

226  926 

Cor  Allowance 

244  740 

54  911 

Performance  Bonuses 

1 39  206 

- 

Contributions  to  UIF,  SDL  and  other 

1 1 834 

17  839 

Dispute  settlement 

- 

1 362  226 

Leave  pay 

- 

120  951 

1 221  017 

1 782  853 

The  remuneration  for  the  2012/2013  finoncial  year  pertains  to  the  Deputy  Municipal  Manager  Corporate  services 
who  was  appointed  in  the  year  under  review  ond  the  performance  bonus  amount  reflected  in  2012/2013 
pertains  to  the  previous  Executive  Director  - Corporote  Services  - refer  to  note  1 7 

Remuneration  of  Deputy  Municipai  Manager  - Financial  Services 


Annual  Remunerotion 

881  216 

727  064 

Cor  Allowance 

377  430 

219  645 

Performance  Bonuses 

1 40  287 

33  062 

Contributions  to  UIF,  SDL  and  other 

16  952 

11  682 

Acting  ollowonce 

- 

1 1 5 272 

Leave  Pay 

97  087 

- 

Long  service  leove  pay 

1 45  630 

- 

1 658  602 

1 106  725 

23.  Remuneration  of  councillors 

Mayor 

728  1 96 

690  437 

Deputy  Mayor 

586  532 

555  958 

Speaker 

586  532 

559  271 

Chief  Whip 

367  600 

276  049 

Executive  Committee 

2 581  614 

1 928  176 

Councillors 

2 930  547 

3 220  1 64 

Councillors’  pension  contribution 

741  628 

639  666 

8 522  649 

7 869  721 

in-kind  benefits 

The  Mayor,  Deputy  Mayor,  Speaker,  Chief  Whip  and  Executive  Committee  Members  are  full-time.  Each  is 
provided  with  an  office  and  secretarial  support  at  the  cost  of  the  Council  which  is  included  with  other 
expenditure  in  the  Statement  of  Financiol  Performance.  The  Mayor  has  the  use  of  a Council  owned  vehicle 
together  with  o driver  for  officiol  duties,  ond  security  furthermore  is  provided  for  some  Exco  members  based  on 
security  ossessments. 

24.  Depreciation,  amortisation  and  impairment 

Property,  plant,  equipment 
Intangible  ossets 

50  492  908  36  542  829 


50  000  458 
492  450 


35  883  951 
658  878 
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25.  Finance  costs 

Interest  paid  - long  term  liabilities 

13  490  296 

11  900  614 

26.  Repairs  and  maintenance 

Vehicles,  buildings  & other 

I 36 1 009 

1 616031 

Water  ond  sanitotion  infrostructure 

42  624  466 

33  310  080 

43  985  475 

34  926  1 1 1 

27.  Bulk  purchases 

Electricity  for  operations 

17415  1 13 

13  193  969 

Water 

12  051  381 

16010394 

29  466  494 

29  204  363 

28.  Contracted  services 

Service  support  ogent.Information  technology  services,  environmental 
health  and  administration  services 

63  537  996 

61  526  743 

Internal  audit 

I 525  66 1 

1 453  752 

Speciolist  services 

206  777 

24  403 

65  270  434 

63  004  898 

29.  Grants  and  subsidies  paid 

KZ  282  uMhIathuze  Municipality 

4 603  259 

4 342  698 

KZ  283  Ntombonana  Municipolity 

6 04 1 000 

5 452  000 

KZ  284  Umlalozi  Municipality 

482  719 

535  407 

11  126  978 

10  330  105 

The  comparative  figure  for  grants  and  subsidies  poid  has  been  re-stated  by  on  amount  of  R 1 085  671.  Refer  to 
note  39 
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30.  General  expenses 

Advertisements 

666  394 

297  127 

Assessment  rates  & municipal  charges 

626  568 

338  460 

Audit  committee  fees 

81  286 

112  476 

Bank  charges 

1 68  058 

222  890 

Bursaries 

24  499 

71  249 

Chemicals  & cleaning  materials 

2 802  1 97 

2 374  185 

Delegations 

377  605 

249  035 

External  oudit  fees 

2 295  406 

2 246  605 

Fuel  and  oil 

2 863  1 59 

2 790  077 

IDP  operational  externally  funded  projects 

64  260  792 

45  781  146 

IDP  operational  internal  funded  projects 

52  375  910 

44  890  691 

Indigent  burials 

98  069 

1 04  640 

Insuronce 

854  345 

1 673  072 

Landfill  site  reclomation 

3 819  945 

4 297  741 

Legal  fees 

242  073 

2 565  412 

Levies  & membership  fees 

1 018  989 

723  075 

Licenses 

1 227  207 

490  994 

Partnership  expense 

191  61 1 

- 

Personal  protective  equipment 

201  981 

188  883 

Printing  & Postage 

1 101  421 

1 212  067 

Publicity 

782  819 

752  808 

Refreshments 

283  453 

297  818 

Rent  - Plont  and  vehicles 

3 103  783 

3 218  566 

Rent  office 

62  733 

72  137 

Skills  development  levy 

822  339 

700  841 

Small  tools 

34  167 

55  508 

Stoff  medical  examinations 

189  012 

165  189 

Stores  and  moterial 

57  002 

43  041 

Subsistence  & travelling 

1 062  242 

895  744 

Telephone 

1 480  471 

1 353  235 

Training  costs 

1 076  517 

1 179  101 

Workmen's  compensation 

526  743 

826  494 

144  778  796 

120  190  307 

The  comparative  figure  for  general  expenses  hos  been  re-stated  by  on  amount  of  R 389  765.  Refer  to  note  39 
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31.  Cash  generated  from  operations 


Surplus 

Adjustments  for: 

Depreciation  and  amortisotion 

(Surplus)/Loss  on  sale  of  property,  plant  and  equipment 
Fair  volue  adjustments 
Debt  impairment 

Movements  in  retirement  benefit  assets  and  liobilities 
Movements  in  provisions 
Other  non-cash  items 

Changes  in  working  capitai: 

Inventories 

Accounts  receivable  from  non  exchange  transactions 
Accounts  receivable  from  exchange  transactions 
Payables  from  exchonge  tronsoctions 
VAT 

Unspent  conditional  grants  and  receipts 

Consumer  deposits 

MIG  VAT  transferred  to  revenue 

Accruals  for  environmentol  health  and  workmen's  compensation 
Other  non-cash  items:  Accruals 


186  335  355 

227  220  532 

50  492  908 

36  542  829 

265  025 

419  223 

(523  775) 

- 

4 189  974 

8 023  573 

4 283  065 

756  194 

3 928  887 

4 281  219 

- 

(275  239) 

(1  147  054) 

946  807 

1 0 553  840 

(10  493  976) 

(8  383  364) 

(10  652  978) 

9 452  472 

9 131  657 

(10  627  928) 

(4  836  240) 

5 960  777 

(16  997  530) 

884  573 

984  899 

- 

(20  691  429) 

- 

1 475  436 

(6  261  023) 

(12  948  047) 

249  403  732 

212  886  930 

The  comparative  surplus  ond  changes  in  working  capital  have  been  re-stoted.  Refer  to  note  39. 
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32.  Commitments 
Authorised  copitoi  expenditure 
Approved  and  contracted  for 


• Infrastructure 

1 25  303  1 55 

1 76  330  686 

This  expenditure  will  be  financed  from: 

Government  Gronts 

117  047  996 

1 74  570  924 

Own  Resources 

8 255  159 

1 759  762 

1 25  303  1 55 

1 76  330  686 

The  outstanding  commitments  relate  to  capital  projects  and  other  assets  that  have  been  committed  by  order,  by 
the  Bid  Adjudication  Committee  and  Executive  Committee  prior  to  30  June  2013.  The  majority  of  the  capital 
projects  include  water  infrastructure. 

33.  Operating  ieases  - as  iessee  (expense) 

Minimum  iease  payments  due 

- within  one  year 

- in  second  to  fifth  year  inclusive 

1 047  812  3 365  340 


863  403  2 879  744 

184  409  485  596 


Operoting  leose  payments  represent  payments  for  the  leasing  of  vehicles  by  the  municipality.  Leose  contracts 
are  entered  into  for  a three  year  period  and  the  lease  payments  are  fixed  for  the  lease  period  with  no  escalation. 
Lease  agreements  were  entered  into  by  the  municipality  in  the  2010/201 1 financial  yeor  and  a further  new  lease 
agreement  was  entered  into  in  2012/2013.  An  omount  of  R 3 002  994  has  been  recognised  in  the  Stotement  of 
Finoncial  Performance. 
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34.  Deviation  from  supply  chain  management  regulations 

Paragraph  12(l)(d)(i)  of  Government  gazette  No.  27636  issued  on  30  May  2005  states  that  a supply  chain 
management  policy  must  provide  for  the  procurement  of  goods  and  services  by  woy  of  a competitive  bidding 
process. 

Paragraph  36  of  the  some  gazette  states  that  the  accounting  officer  may  dispense  with  the  official  procurement 
process  in  certain  circumstonces,  provided  that  he  records  the  reasons  for  any  deviotions  and  reports  the  said 
deviations  to  the  next  meeting  of  Council  and  includes  a note  to  the  onnual  financiol  statements.  All  deviations 
are  reported  to  Council  on  o quarterly  basis  with  o detailed  schedule  and  reasons  thereto. 

The  deviotions  greater  thon  R 200  000.00  ore  listed  individually  below  for  the  yeor  ended  30  June  201 3. 


Project  description 

R 292  561 
R 223  668 
R 208  300 
R 253  500 
R 231  500 
R 1 209  529 

Vorious  deviations  less  than  R 200  000  Ri  i 133  760 

R12  343  289 


Catering  for  athletes  attending  comp  for  Solgo  gomes 

Hire  of  marquees  ond  accessories  for  the  Women's  day  event 

Women's  day  celebrations  - street  parade 

Provision  of  transport  for  athletes  attending  Solgo  gomes 

Hire  of  marquees  and  accessories  for  SMME  fair 
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35.  Awards  to  close  family  members  of  persons  in  the  service  of  the  state 

Paragraph  45  of  the  Municipal  Finonce  Manogement  Act,  2003(Act  no.  56  of  2003);  Municipal  Supply  Choin 
Monagement  Regulations  stotes  thot  the  particulars  of  any  award  more  than  R 2000  made  to  a person  who  is  a 
spouse,  child  or  parent  of  a person  in  the  service  of  the  state,  or  has  been  in  the  service  of  the  state  in  the 
previous  twelve(12)  months  must  be  disclosed  as  a note  in  the  financial  statements. 

The  details  are  listed  below  for  the  period  ending  30  June  201 3; 


Name  of  person 
Capacity 
Service  provider 
Number  of  tronsoctions 
Total  amount 


T.  Jordan 

Deputy  Monager;  Development  Administration(uMhlathuze  municipality) 
Audio  computer  world 
26 

R 587  579 


Name  of  person 
Capacity 
Service  provider 
Number  of  tronsoctions 
Total  amount 


R.  Pilloy 

Educator  - Deportment  of  Educotion 
KDM  Sports  cc 
7 

R 1 90  363 


Nome  of  person 
Capacity 
Service  provider 
Number  of  tronsoctions 
Total  amount 


P.V  Dube  & E.N.  Dube 

Educators  - Department  of  Education 

Ziphozovelo  Multiservices  cc 

20 

R 231  084.80 


Nome  of  person 
Capacity 
Service  provider 
Number  of  tronsoctions 
Total  amount 


T.B.  Khozo 

Superintendent  - Umhlothuze  Municipality 
Phenomenics  holdings 
1 

R 117  997.00 


Nome  of  person 
Capacity 
Service  provider 
Number  of  tronsoctions 
Total  amount 


N. Reddy 

Prosecutor  - NPA  Verulom  Court 
Fono  Monufocturing  cc 
2 

R 1 65  300.00 
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36.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act 
Contributions  to  organised  local  government 


Opening  bolance 

- 

(674  157) 

Current  year  membership  fee 

969  928 

674  157 

Amount  paid  - current  year 

(969  928) 

- 

- 

- 

Audit  fees 

Current  year  fee 

2 295  406 

2 246  605 

Amount  poid  - current  yeor 

(185  793) 

(291  362) 

Amount  paid  - previous  years 

(2  109  613) 

(1  955  243) 

- 

- 

PAYE  and  UIF 

Current  year  subscription  / fee 

15  850  813 

1 4 242  854 

Amount  paid  - current  yeor 

(15  850  813) 

(14  242  854) 

Pension  and  Medical  Aid  Deductions 

Current  year  subscription  / fee 

14  556  216 

10  452  681 

Amount  poid  - current  yeor 

(14  556  216) 

(10  452  681) 

- 

- 

VAT 

VAT  receivoble 

20  739  529 

10  111  601 

All  VAT  returns  have  been  submitted  by  the  due  date  throughout  the  year.  The  municipality  has  submitted  a 
Voluntary  Disclosure  programme  application  to  SARS  amounting  to  R3  723  130  and  the  process  hos  not  been 
finalised. 
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2013  2012 
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37.  Contingencies 

Future  legal  fees  and  other 

1 . Ex-employee  1 - legal  action  pending 

2.  Contractor  1 - legal  matter  pending 

3.  Consulting  Engineers  2 - legal  matter  pending 

4.  Contractor  2 - legal  matter  pending 

5.  Service  provider  - legol  action  pending 

6.  Employee  3 - a case  of  theft  of  money 

7.  Labour  Court  Judgement  - Tosk  pay  scales 

8.  Employee  4 - a case  of  alleged  theft  of  money 

9.  Employee  5 - legal  matter  pending 

10.  Employees  6 & 7 - legal  matter  pending 


3 705  599  3 570  731 


600  000 

600  000 

1 40  000 

1 40  000 

140  000 

1 40  000 

100  000 

100  000 

40  000 

40  000 

27  429 

42  561 

2 500  000 

2 500  000 

8 170 

8 170 

60  000 

- 

90  000 

- 

1 . The  municipality  has  taken  legol  action  ogainst  an  ex-employee  thot  mode  an  illegal  investment.  The  matter  is 
being  dealt  with  by  the  high  court.  The  appointed  legal  teom  has  commenced  with  pre-trial  preporotions 
with  the  appointed  odvocate.  New  triol  dates  are  pending. 

2.  This  is  a contractor's  liobility  claim  by  the  municipality  ogainst  a contractor  for  non  performance  and  is  a 
high  court  claim.  The  legal  team  appointed  on  the  matter  are  awaiting  triol  dates  to  be  set  down  on  the  roll. 

3.  This  matter  refers  to  a dispute  with  a consulting  engineering  firm  and  relates  to  the  consultont  increasing 
the  scope  of  work  of  a project  without  obtaining  prior  approval  from  the  municipolity.  The  matter  is  o high 
court  claim  and  the  motter  is  ready  for  trial  and  on  the  trial  awoiting  list. 

4.  The  municipality  has  legal  action  against  a contractor  for  non  performonce  and  relates  to  the  claim 
referred  to  in  point  3 obove.  The  matter  is  with  the  high  court. 

5.  This  is  a high  court  cloim  in  which  an  order  of  re-payment  was  obtained  ogainst  the  service  provider. 

6.  This  matter  refers  to  a case  of  theft  of  money  by  on  employee.  A criminal  case  has  being  opened  at  the 
SAPS  and  ottempts  are  being  made  to  recover  the  monies,  furthermore  disciplinary  action  wos  taken  and  the 
said  employee  was  subsequently  found  guilty  and  dismissed  . 

7. This  matter  refers  to  a judgement  bonded  down  by  the  Labour  court  of  South  Africa ( Cose  no.  J 1255/2010) 
wherein  municipalities  have  been  ordered  to  effect  o 8.48%  solary  adjustment  in  the  Job  evaluation  wage 
curve.  The  motter  has  been  taken  on  appeal  by  SALGA  and  is  considered  sub-judicoe. 

8.  This  motter  refers  to  a case  of  theft  of  money  by  on  employee.  A criminal  cose  has  been  opened  ot 
SAPS  and  the  employee  hos  been  dismissed  through  the  disciplinary  processes's. 

9.  This  matter  refers  to  an  application  that  has  been  brought  by  an  employee  against  the  municipality  regarding 
employee  matters.  The  motter  has  been  opposed  by  the  municipality  and  the  relevant  papers  have  been 
lodged  with  the  court. 

1 0.  This  matter  refers  to  an  application  for  a review  of  an  orbitration  oword  made  in  favour  of  the  municipality. 
The  municipality  is  in  the  process  of  opposing  the  application  for  review. 


The  latter  contingent  liabilities  is  generally  costs  associated  with  the  litigation  process  and  any  resultant  claims 
cannot  be  quantified. 
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2013 

2012 

R 

R 

38.  Related  parties 

The  uThungulu  Financing  Portnership 
uThungulu  ttouse  Development  Trust 

Related  party  balances 

Investments  in  municipal  entities 

The  uThungulu  Financing  Partnership 

1 9 307  088 

1 9 498  698 

uThungulu  ttouse  Development  Trust 

5 365  733 

5 708  098 

Income  received  from  related  parties 

The  uThungulu  Financing  Partnership 

3 355  457 

3 060  734 

uThungulu  ttouse  Development  Trust 

2 734  504 

2 896  275 

Balances  outstanding  from  related  parties 

The  uThungulu  Financing  Partnership 

24016  912 

24  564  331 

% Interest  in  municipal  entities 

The  uThungulu  Financing  Partnership 

99 

99 

uThungulu  ttouse  Development  Trust 

100 

100 

Related  party  transactions 

Sub-lease  payments 

The  uThungulu  Financing  Partnership 

5 884  907 

5 642  391 

The  uThungulu  Financing  Partnership  is  a partnership  between  uThungulu  District  Municipality,  NIB9810  trust  and 
Nedcor.  uThungulu  District  Municipolity  as  at  30  April  2008  holds  99%  ond  Nedcor  ond  NIB981 0 holds  the  balance 
of  1%.  The  uThungulu  Finoncing  Partnership  was  formed  to  facilitate  the  purchase  of  uThungulu  ttouse  in  order  to 
provide  offices  for  uThungulu  District  Municipolity.  In  order  to  finance  the  purchase  of  uThungulu  ttouse,  the 
partnership  entered  into  a loon  ogreement  with  Nedcor.  In  terms  of  the  sub-lease  agreement,  uThungulu  District 
Municipality  is  obliged  to  make  bi-annual  sub  payments  to  the  partnership  to  reimburse  uThungulu  Financing 
Partnership  for  loan  repayments  made  to  Nedcor.  The  loon  is  payable  over  o 20  yeor  period  (starting  in  1 998  ond 
ending  in  201 7). 

uThungulu  ttouse  Development  trust  leases  immovable  property  to  the  uThungulu  Financing  Portnership,  in  terms 
of  o finoncing  lease.  The  original  lease  period  expires  on  31  October  201 7. 

Both  of  the  above  mentioned  entities  ore  incorporated  in  South  Africa. 
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39.  Prior  year  adjustments 

The  annual  financial  statements  have  been  prepared  in  accordance  with  the  Standards  of  Generolly 
Recognised  Accounting  Practice  and  the  aggregate  affect  of  the  prior  year  adjustments  in  the  annuol  financial 
statements  for  the  period  ended  30  June  201 3 is  as  follows: 


1 1 MIG  vat  transferred  to  own  revenue 

Effect  on  current  liabilities  - Unspent  conditional  grants  & receipts  - Refer  to  note  16: 
Movement  in  unspent  conditionol  gronts  & receipts 


Previously  reported  balonce 

R 

74  248  965 

Adjustment  MIG  vot  transferred  to  own  revenue  prior  yeors 

(R 

27  057  862) 

Adjustment  MIG  vot  transferred  to  own  revenue  for  201 1/2012 

IR- 

20  691  4291 

Re-stated 

R 

26  499  674 

Movement  in  MIG  unspent  conditional  grants  & receipt  - Refer  to  note  20: 

Previously  reported  balonce 

R 

47  749  291 

Adjustment 

(R- 

47  749  2911 

Re-stated 

R 

- 

Effect  on  revenue 

Movement  in  government  grants  ond  subsidies  -refer  to  note  20 

Previously  reported  balance 

R 

533  234  090 

Adjustment  for  MIG  vat  tronsferred  to  revenue  for  201 1 /201 2 

R_ 

20  691  429 

Re-stoted 

R 

553  925  519 

2jAccrual  - Environmental  Health  Services  & Workmen's  compensation 


Effect  on  Current  liabilities  - Payables  from  exchange  transactions 

-Refer  to  note 

13 

Movement  in  poyobles  from  exchange  transactions 

Previously  reported  balance 

R 

125  481 

694 

Adjustment  occruol  environmental  health  services 

R 

1 085 

671 

Adjustment  accrual  workmen's  compensation 

R_ 

389 

765 

Re-stated 

R 

126  957 

130 

Effect  on  expenditure 

Movement  in  grants  and  subsidies  paid  - refer  to  note  29 

R 9 244  434 
R i 085  671 
R 1 0 330  1 05 


Previously  reported  balonce 

Adjustment  occrual  for  environmental  health  services 
Re-stated 
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39.  Prior  year  adjustments  (continued) 


Movement  in  general  expenses  - refer  to  note  30 


Previously  reported  balonce 

R 

1 1 9 800  542 

Adjustment  accrual  for  workmen's  compensation 

R_ 

389  765 

Re-stoted 

R 

120  190  307 

3)  Adjustment  to  2011/2012  surpius  and  accumulated  surpius 


Movement  in  surplus  for  201 1 /201 2 

Previously  reported  balance 

R 

208  004  539 

Adjustment  for  MIG  vot  transferred  to  revenue 

R 

20  691  429 

Adjustment  accrual  for  environmental  health  services 

(R 

1 085  671) 

Adjustment  accrual  for  workmen's  compensation 

IB- 

389  7651 

Re-stoted 

R 

227  220  532 

Movement  in  occumuloted  surplus 

Adjustment 

Accumulated  Surplus  os  at  the  1st  of  July  201 1 os  previously  reported 

R 

905  538  331 

Chonge  in  occounting  estimotes 

(R 

275  236) 

Prior  year  adjustment  - VAT  transferred  to  own  revenue  in  accordance 

with  Notional  Treosury  budget  directive 

R 

27  057  862 

Surplus  201 1/2012  restoted 

R_ 

227  220  532 

R 

1 159  541  489 
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40.  Budget  and  Actual  amount  variances 

Voriances  greater  than  10  % with  a volue  not  less  than  R500  000  as  referenced  on  The  Stotement  of  Comparison 
of  Budget  ond  Actual  amounts,  as  reflected  on  page  8 to  page  10  are  set  out  below: 

Statement  of  financial  performance 

40.1  Service  charges: 

The  three  dominont  foctors  which  contributed  to  the  increase  in  service  charges  is  the  higher  than  expected 
reliance  on  portable  water  usage  by  consumers,  the  above  inflationary  increases  in  property  values  wherein  our 
sanitation  tariffs  are  based  and  the  increased  usage  of  our  landfill  site. 

40.2  Other  income: 

The  voriance  between  the  final  budget  ond  actuol  omounts  are  attributable  to  the  unexpectedly  higher  Seta 
refund  and  the  related  inflationary  increoses  on  other  income. 

40.3  Government  gronts  and  subsidies: 

The  varionce  pertains  to  certain  multi-year  grant  funded  projects  which  were  still  in  progress  as  at  close  of  the 
financiol  yeor  and  expenditure  relating  to  the  said  projects  would  be  recognised  on  completion  thereof. 

40.4  Employee  reloted  costs: 

The  final  budget  is  bosed  on  the  opproved  organogram  ond  related  salory  scales,  however  positions  were 
vacant  during  the  year  under  review  with  recruitment  for  certain  senior  monagement  positions  being  finalised  in 
the  letter  part  of  the  year,  thus  contributing  to  a savings.  Furthermore  the  budget  includes  allocations  for  the  full 
package  of  benefits,  which  were  not  fully  utilised  by  staff. 

40.5  Finonce  costs: 

The  final  budget  amount  of  R 15  225  293  includes  both  copital  redemption  and  interest  costs,  while  the  octual 
amount  of  R 13  490  296  is  exclusive  of  capital  redemption  which  is  accounted  for  in  long  term  liabilities  per  the 
Statement  of  Financial  Position. 

40.6  Repairs  ond  mointenonce: 

The  final  budget  is  based  on  the  premise  that  certain  water  schemes  would  have  become  operotional  during  the 
finoncial  year,  however  due  to  unforeseen  circumstances  in  project  implementation  this  could  not  be  attained, 
resulting  in  the  sovings. 

40.7  Bulk  purchases: 

The  final  budget  is  based  on  the  premise  that  certain  water  schemes  would  become  operational  during  the 
finoncial  year,  however  due  to  unforeseen  circumstances  in  project  implementation  this  could  not  be  attained, 
resulting  in  the  savings,  furthermore  ogreements  with  the  Department  of  Water  Affairs  and  uMhIathuze  Water 
Boord  have  not  been  finalised  regording  water  extraction  levies. 

40.8  Contracted  services: 

The  major  component  of  the  final  budget  is  for  the  support  service  agent  fees  for  operations  of  water  schemes. 
The  budget  is  based  on  the  premise  that  certain  water  schemes  would  become  operational  during  the  financial 
yeor,  however  due  to  unforeseen  circumstances  in  project  implementation  this  could  not  be  attoined  as  well  os 
the  impending  new  support  service  ogent  tender;  resulting  in  the  savings. 
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40.  Budget  and  Actual  amount  variances  (continued) 


40.9  General  expenses: 

The  variance  is  moinly  attributable  to  certain  multi-year  projects  that  were  in  the  plonning  stage,  in  progress  and 
or  held  in  abeyance  pending  regulotory  outcomes  ond  furthermore  operational  efficiencies  on  the  vorious  sub- 
votes. 

Statement  of  financial  position 

40.10a  Account  receivoble  from  non  exchange  transactions: 

The  final  budget  of  R 20  536  000  is  inclusive  of  vat , while  the  actual  amount  of  R 1 4 501  684  is  exclusive  of  vat.  The 
vot  receivable  as  per  the  Stotement  of  Financiol  Position  omounts  to  R 20  739  529  (refer  to  note  4)  and  is  included 
in  accounts  receivable  from  exchange  tronsactions;  therefore  the  comparison  of  finol  budget  and  actual's 
indicates  a variance  of  R 14  705  213  (R  20  739  529  - R 6 034  316)  which  is  mainly  due  to  the  input  vat  on  the 
capital  projects  spending. 

40.10b  Accounts  receivable  from  exchange  transactions: 

The  final  budget  of  R 1 1 870  000  is  exclusive  of  vat,  while  the  octual  amount  of  R 37  791  1 79  is  inclusive  of  vot.  The 
vat  receivoble  as  per  the  Statement  of  Financial  Position  amounts  to  R 20  739  529  (refer  to  note  4);  therefore  the 
comparison  of  final  budget  and  octual's  indicates  a voriance  of  R 5 1 81  650  ( R 25  921  1 79  - R 20  739  529)  which  is 
mainly  due  to  revenue  generated  from  service  chorges  increasing  , as  a result  of  increased  consumption's. 
Furthermore  the  current  harsh  economic  climate  is  negatively  impacting  indigent  and  poor  consumers  which  is 
contributing  to  outstanding  debtors. 

40.11  Cash  and  cash  equivalents: 

The  budgeted  investment  portfolio  holding  os  at  30  June  201 3 was  anticipoted  to  be  R325  000  000,  however  due 
to  cosh  flow  requirements  and  surplus  cosh  available  from  spending  trends,  the  portfolio  os  at  the  30  June  2013 
increased  to  R 370  000  000.  Therefore,  the  budget  ogoinst  actual  variance  omounting  to  R 99  743  491  is  due  to 
investment  holdings  increosing  by  R45  000  000  and  cosh  book  balance  being  R 78  million. 

40.12  Property.plont  ond  equipment;  ond  intangible  ossets: 

The  final  budget  of  R 1 333  806  000  is  inclusive  of  intongible  assets,  while  the  actual  amount  of  R 1 174  251  299  is 
exclusive  of  intangible  ossets.  The  intangible  assets  os  per  the  Statement  of  Financial  Position  amounts  to  R 1 077 
033  (refer  to  note  9);  therefore  the  comparison  of  budget  and  actual's  indicates  o variance  of  R 158  477  668 
(R  159  554  701  - R 1 077  033).  The  variance  is  mainly  attributoble  to  budgeted  certain  multi-year  capital  projects 
not  yet  completed  due  to  unforeseen  circumstances. 

40.13  Investments  in  municipal  entities: 

The  finol  budget  includes  long  term  investments.  A long  term  investment  was  placed  with  ABSA  on  15  July  201 1 
with  o maturity  dote  of  30  December  2015.  The  investment  was  recalled  on  2 January  2013  to  settle  the  Zero 
coupon  held  by  INCA. 

The  early  settlement  of  the  Inca  zero  coupon  loan  of  R 21  000  000  was  originally  anticipated  to  be  settled  in  the 
2014/2015  financial  year,  however  favourable  market  conditions  on  the  zero  coupon  coupled  with  on  attractive 
early  settlement  term,  contributed  to  the  decision  to  settle  the  loon  in  the  current  financial  year. 

40.14  Long  term  liabilities: 

The  variance  of  R 20  999  889  ( R23  382  999  - R 2 383  1 10)  is  directly  attributable  to  the  early  settlement  of  the  Inca 
zero  coupon  of  R 21  000  000,  os  exploined  in  40.13  obove. 
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40.  Budget  and  Actual  amount  variances  (continued) 


40.15  Payables  from  exchange  transactions: 

The  final  budget  of  R 1 31  31 7 000  is  inclusive  of  unspent  conditional  grants  and  receipts,  while  the  actual  amount 
of  R 136  409  601  is  exclusive  of  unspent  conditional  grants  and  receipts.  The  unspent  conditional  grants  and 
receipts  as  per  the  Statement  of  Financiol  Position  omounts  to  R 32  460  451  (refer  to  note  16);  therefore  the 
comparison  of  budget  and  actuol's  indicotes  a variance  of  R 37  553  052  ( R 32  460  451  + R 5 092  601).  The 
variance  is  attributable  to  an  increose  in  accounts  payables  from  exchange  transactions  os  a result  of  retenions 
increasing. 

40.1 6 Consumer  deposits: 

Deposits  are  based  on  the  average  consumption  of  consumers.  The  increased  consumption  trends  has 
inadvertently  contributed  to  the  higher  than  onticipated  deposit  holding. 

40.17  Provisions  ond  Defined  benefit  obligoions: 

The  finol  budget  of  R 103  810  000  (R  101  588  000  + R 2 222  000)  is  inclusive  of  defined  benefit  obligations,  while  the 
actual  amount  of  R 74  095  901  (R  57  605  107  + R 16  490  794)  is  exclusive  of  defined  benefit  obligations.  Defined 
benefit  obligations  os  per  the  Statement  of  Financial  Position  amounts  to  R 18  464  000  (R  18  029  000  + R 435  000) 
(refer  to  note  1 5);  therefore  the  comparison  of  budget  ond  actual's  indicotes  o vorionce  of  R 1 1 250  099  (R-43  982 
893  + R 14  268  794  +R  18  464  000).  The  variance  is  attributable  to  assumed  variables  ond  demogrophic  profiles  of 
membership  which  actuarial  valuations  ore  based  on  and  the  inflationary  related  costs  when  determining 
rehobilitotion  of  the  landfill  site. 

Cash  flow  statement: 


40.18  Receipts  from  consumers  ond  other  debtors: 

The  variance  is  moinly  attributable  to  the  decrease  in  outstanding  debts  roised  in  the  previous  year. 

40. 1 9 Prior  year  cosh  utilised  to  fund  current  expenditure: 

The  vorionce  is  attributable  to  previous  years  surpluses  which  were  invested  and  used  to  fund  current  year 
expenditure,  which  was  not  utilised. 

40.20  Employee  costs  and  suppliers: 

The  final  budget  of  R 470  524  000  is  inclusive  of  supplier  costs,  while  the  actual  amount  of  R 108  015  259  is 
exclusive  of  supplier  costs.  The  suppliers  costs  os  per  the  Cosh  flow  statement  omounts  to  R 294  115  187;  therefore 
the  comparison  of  budget  and  octuol's  indicates  o variance  of  R 68  393  554(R  362  508  741  - R 294  1 15  187)  . Refer 
to  40.4  to  40.9  above  for  further  explanation  to  the  variance. 

40.21  Finance  costs: 

The  vorionce  in  attributable  to  the  eorly  settlement  of  the  Inca  zero  coupon  of  R 21  000  000. 

40.22  Purchase  of  property,plant  and  equipment  and  intangibles: 

The  finol  budget  for  property,  plant  and  equipment  included  the  purchase  of  intangible  assets.  The  variance  is 
moinly  due  to  unspent  capital  budgets.  Refer  to  40.1 2 above  for  further  explanation  to  the  variance. 

40.23  Movement  in  non  current  investments: 

The  vorionce  is  ottributoble  to  the  early  settlement  of  the  Inca  zero  coupon  ond  the  subsequent  withdrawal  of 
the  reloted  investment.  Refer  to  40.1 3 and  40.14  above  for  further  explanation  to  the  vorionce. 
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40.  Budget  and  Actual  amount  variances  (continued) 


40.24  Movement  in  investment  in  municipal  entities: 

The  movement  in  municipal  entity  investment  is  determined  at  year  end  ond  therefore  could  not  be  determined 
at  budget  stoge. 

40.25  Repoyment  of  long  term  liobilities: 

The  variance  in  ottributable  to  the  eorly  settlement  of  the  Inca  zero  coupon  of  R 21  000  000.  Refer  to  40.14  above 
for  further  explanation  to  the  vorionce. 
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2013 

R 


2012 

R 


41.  Unauthorised,  Fruitless  & WastetuI  and  Irregular  expenditure 

There  is  expenditure  resulting  from  leave  payments  made  to  the  former  Municipal  Manager,  Executive  Director 
Corporate  Services  ond  Deputy  Municipal  Managers,  as  they  were  not  able  to  take  leave  due  to  work 
commitments;  as  well  os  long  service  owards  were  paid  to  Deputy  Municipal  Manager  Finance.  Council  will 
deliberate  and  resolve  on  these  payments  once  an  item  has  served  before  them.  Refer  to  note  22  which  outlines 
remunerotion  paid  to  section  56  and  57  monogers. 

42.  Risk  management 
Capitai  risk  management 

The  municipality's  objectives  when  monaging  capital  are  to  safeguard  the  municipality's  obility  to  continue  as  a 
going  concern  in  order  to  provide  returns  and  benefits  for  all  stakeholders,  while  delivering  sustainable  services 
and  to  maintain  on  optimal  capital  structure  to  reduce  the  cost  of  capitol. 

The  capital  structure  of  the  municipolity  consists  of  debt,  which  includes  the  long-term  liabilities  as  disclosed  in 
note  12,  cash  and  cash  equivalents  disclosed  in  note  7,  and  equity  as  disclosed  in  the  stotement  of  financial 
position. 

Gearing  ratios 

The  gearing  ratio  as  at  2013  and  2012  restated  respectively  were  as  follows: 

Total  borrowings 


Long-term  liabilities 

12 

89  469  1 1 1 

113911  219 

Less:  Cash  and  cosh  equivalents 

7 

445  848  491 

366  716  903 

Net  cash 

(356  379  380) 

(252  805  684) 

Totol  equity 

1 345  876  847 

1 159  541  489 

Total  capital 

989  497  467 

906  735  805 

9,04% 

12,56% 

The  comparative  figure  for  total  equity  has  been  re-stated  by  an  amount  of  R 46  273  555. 

Financial  risk  management 

Financial  Risk  Management  Objectives 

Due  to  the  largely  non-trading  nature  of  activities  and  the  way  in  which  they  are  financed,  municipalities  are  not 
exposed  to  the  degree  of  finoncial  risk  faced  by  business  entities. 

The  municipality’s  financial  services  function  monitors  and  manages  the  financial  risks  reloting  to  the  operation  of 
the  municipality.  These  risks  include  credit  risk  ond  liquidity  risk. 

Liquidity  risk 

Liquidity  risk  refers  to  the  ability  of  on  entity  to  meet  its  obligations  ossociated  with  finoncial  liabilities. 

The  municipality's  liquidity  risk  pertoins  to  whether  funds  are  ovailable  to  cover  future  commitments.  The 
municipality  manages  liquidity  risk  through  on  ongoing  review  of  future  commitments  and  credit  obligations. 
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42.  Risk  management  (continued) 

Cash  flow  forecosts  are  prepored  and  adequate  utilised  borrowing  facilities  are  monitored.  The  liquidity  rotio  is 
outlined  below: 

Current  Assets  505  448  446  420  899  226 

Current  Liabilities  205  504  791  172  523  734 

Liquidity  ratio  2,46:1  2,44:1 

The  comparative  figures  for  current  liabilities  has  been  re-stated  by  an  omount  of  R 46  273  555.  Refer  to  note  39 


Interest  rate  risk 

The  municipality  limits  its  exposure  to  interest  rate  fluctuations  by  only  dealing  with  well-established  institutions  and 
opting  for  fixed  interest  rotes  rother  thon  varioble  rates. 

Credit  risk 

Credit  risk  consists  moinly  of  cash  deposits,  cosh  equivalents,  derivative  financial  instruments  and  trode  debtors. 
The  municipality  only  deposits  cash  with  mojor  banks  with  high  quality  credit  standing  and  limits  exposure  to  any 
one  counter-party. 

Debtors  comprise  of  mainly  woter  and  sonitation  users,  dispersed  across  different  industries  and  geographical 
areas.  Ongoing  evaluations  are  performed  on  the  finoncial  condition  of  these  debtors  and  have  been  presented 
in  these  financial  statements  net  of  a provision  for  impairment.  In  the  case  of  debtors  whose  accounts  become  in 
arrears,  it  is  endeovoured  to  collect  such  occounts  by  "levying  of  penalty  charges",  "demand  for  payment", 
"restriction  of  services"  and,  as  a last  resort,  "handed  over  for  collection",  which  ever  procedure  is  applicoble  in 
terms  of  Councils  credit  control  and  debt  collection  policy. 

Finonciol  assets  exposed  to  credit  risk  at  year  end  were  os  follows: 


Financial  instrument 

Investments  370  000  000 

Cosh  and  cosh  equivolents  75  848  491 

Accounts  receivable  from  exchange  and  non  exchange  transaction  52  292  863 

43.  Going  concern 

We  draw  attention  to  the  fact  that  at  30  June  2013,  the  municipality  had  accumulated  surplus  of  R 
and  thot  the  municipality's  total  ossets  exceed  its  total  liabilities  by  R 1 345  876  847. 

The  annual  finonciol  statements  have  been  prepared  on  the  bosis  of  accounting  policies  opplicoble  to  a going 
concern.  This  basis  presumes  that  funds  will  be  avoiloble  to  finance  future  operations  and  that  the  realisation  of 
assets  ond  settlement  of  liobilities,  contingent  obligations  ond  commitments  will  occur  in  the  ordinary  course  of 
business,  dependant  on  the  receiving  of  equitable  share  ollocations. 

44.  Events  after  the  reporting  date 

At  the  date  of  submission  of  the  onnual  financial  stotements  there  were  no  known  events. 


280  000  000 
86  716  903 
48  025  385 


1 345  876  847 
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APPENDIX  A 

UTHUNGULU  DISTRICT  MUNICIPALITY:  SCHEDULE  OF  EXTERNAL  LOANS  AS  AT  30  JUNE  2013 


other  assets  in  construction 

Other  assets  in  construction 

Infrastructure 

Infrastructure  land  servitudes 
Infrastructure  plant  & equipment 
Infrastructure  sewage  services 
Infrastructure  solid  waste  services 
Infrastructure  water  services 

Infrastructure  - In  Construction 

Water  Mains  and  purification 
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APPENDIX  B 

UTHUNGULU  DISTRICT  MUNiqPAUTY ; ANALYSIS  OF  PROPERTY  PLANT  AND  EQUIPMENT  AS  AT  30  JUNE  2013 


APPENDIX  C 

UTHUNGULU  DISTRICT  MUNiqPAUTY ! SEGMENTAL  ANALYSIS  OP  PROPERTV  PLANT  AND  EQUIPMENT  AS  AT  30  JUNE  2013  

Cost/Revaluation  I Accumulated  Depredation  I Carrying 


UTHUNGULU  DISTRICT  MUNICIPALITY:  SEGMENTAL  STATEMENT  OF 
FINANCIAL  PERFORMANCE  FOR  THE  YEAR  ENDED  30  JUNE  2013 
MUNICIPALITY 

Restated  Restated  2012 

^ Restated  2012  Surplus  / (Deficit) 
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